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JHETHER you buy securities mainly for income or 
primarily for profit you must pay close heed to the 
market trend. Declining quotations may foreshadow a 
drop in your income or a loss of capital. But what appears 
to the casual observer or inexpert student to be a definite 
change in trend may be only an incidental interruption of 
a broad advance, a setback of merely technical origin. 


N recent weeks the security markets have undergone an 
internal adjustment, anticipating the enactment of stock 
exchange regulatory legislation, the passage of other meas- 
ures affecting business—and the adjustment of the Con- 
gress. Now we are entering a new phase and many issues 
will lag behind the new leaders as a result of having sver- 
appreciated the possibilities. Others, having gauged con- 
ditions more accurately, should resume their progress up- 
ward or continue to decline. Still others, which figured 
unimportantly in preceding market phases because of 
uncertainties that now have been removed, will respond 
sharply to the revised appraisal of their prospects. The 
investor therefore is confronted with a situation which dic- 
tates a prompt survey of his entire portfolio in order that 
it may be so recast as to provide the greatest possibilities of 
improving his income or increasing his principal. 


T is in such situations as the current one that the founda- 
tions are laid for substantial profits, but to participate 
in the benefits of this next investment phase you must strike 
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out at once, for the real returns in business and in invest- 
ment, as in every other avenue of human activity, are gained 
by the pioneers, not by the stay-at-homes. You cannot af- 
ford to continue a casual attitude towards your investments, 
Your moves must be well calculated. The right securities 
must be chosen for retention or disposal, and the action 
must be taken at the right time. So, too, with new pur- 
chases, for it is not enough to know what to buy, but when 
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In Coming | 
Issues: 


A LTHOUGH obscured by the gen- 
eral business depression of recent 
years, a comparatively new indus- 
trial development has been making 
great strides and promises to attain 
a very important place in the not too 
far distant future. Greatest bene- 
ficiaries are a number of companies 
long established in their fields, whose 
securities are actively traded in or 
leading markets. A discussion of 
this situation is being prepared, and 
will point out the companies which 
appear to be best situated to share 
in the additional earnings. 


Tue oil industry is now in its best 
season and earnings reports to ap- 
pear during coming months should 
make quite satisfactory reading. To- 
ward the end of the summer, how- 
ever, a seasonal decline in gasoline 
demand usually sets in with the re- 
sult that profits during the late 
months of the year are smaller. But 
numerous new factors, legislative 
and otherwise, have entered the 
situation and a new approach to the 
study of the industry is necessary. 
Present holders as well as prospec- 
tive purchasers of securities in this 
field should not miss the analysis of 
the industry and its issues that will 
appear in a coming number. 


A BOND which combines the at- 

tributes of fair yield and quite 
promising possibilities of apprecia- 
tion for the patient holder may be 


classed as unusual. An analysis to 
appear in an early issue will cover 
the important points of just such a 
security. Although currently selling 
slightly over par, the bond possesses 
a conversion feature which means a 
4-point advance for each. 1-point 
gain by the common shares. 
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USED BOOKS 


Mostly Out of Print 
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“POOR'S MANUAL OF INDUSTRIALS” (Pub. at $20 to $25) 


Vols. for 1926, 1927, 1928, 1929, 1930........ each vol.. .$3.75 
“POOR'S MANUAL OF UTILITIES” (Pub. at $20 to $25) 

Vols. for 1926, 1927, 1928, 1929, 1930........ each vol.. .$3.75 
“POOR'S MANUAL OF RAILROADS” (Pub. at $20 to $25) 

Vols. for 1926, 1927, 1928, 1929, 1930........ each vol.. .$3.75 


NEW YORK STOCK EXCHANGE Listings (bound). These volumes were 
published at $17.50 each and are the outstanding corporation records. 
We have to offer Vols. 7 (1904) —8—-9—10—11—12—16—19— 
20—21—22—-23—24—-25—-26 27-303 1 —32—_33 — 36 —39 
—41—42—43— 44-45 0 5 — 
54—55—56—5 1 _64—_65 —66—67 
—68—69—70—7 1 —72—-7 3—_74—_ 75 _76—_77—7 8—_ 79 — 80 — 
81—82—-83—-84—_-85—-86—these are 68 of the 97 volumes pub- 


“FIFTY YEARS IN WALL STREET” (Pub. 1908) 

“HOW MONEY IS MADE IN SECURITY INVESTMENTS” 


(The scarce 1916 edition—sought after by traders and investors— 
course of market since 1860—cycles, etc.) 


“HISTORY OF BUILDING AND LOAN IN THE U. S.”" (1931) , 
By H. Morton Bodfish.............. $3.50 
The complete history, technique, operation, management 


“RAILROADS: FINANCE AND ORGANIZATION” (1915) 


By W. Z. Ripley, of Harvard......... $3.25 
“TWENTY YEARS AMONG THE BULLS AND BEARS OF WALL STREET”’ 
(1871) 
“INSIDE LIFE IN WALL STREET” (1873) 


Disclosures of doings and dealings on ’change—Secret History of noted 
speculations since the crash of 1857——Black Friday of 1869—Trading 
in gold—the panic of 1873— illustrated. 

“BONDS AND STOCKS” (1919) 
(The Elements of Successful Investing) 


By Roger W. Babson.............. $3.50 
“MAKING MONEY IN THE STOCK MARKET” (1930) 


(Author of Course of Twelve Lessons—‘‘Realizing Security Profits’) 
““BENNER’S PROPHECIES” (1888) 

(Of Future Ups and Downs in Prices) 

What Years to Make Money in Pig Iron, Hogs, Corn and Provisions 

By (Farmer) Samuel Benner......... $3.25 
“CALLABLE BOND VALUES” (1926) 

The net returns from Bonds or other redeemable securities, callable at 


a Premium. 

468 pages—Pub. at $15.00. .$9.00 
“FINANCIAL AND BUSINESS FORECASTING” (1928) 

By Warren F. Hickernell—2 vols.—900 pages.............. $7.50 

(Published by Alexander Hamilton Institute) 
“INVESTMENT POLICIES THAT PAY” (1929) 

OR OTT 291 pages—Pub. at $4.00. . $3.00 
“PRACTICAL HINTS FOR INVESTORS” (1926-1929) 

By Walker Van Riper............. $1.75 
“THE STOCK EXCHANGE FROM WITHIN” (1913) 

By William C. Van Antwerp......... $2.75 


No matter what book you want we can get it for you. 
Send Your Check or Money Order With All Book Orders. 


Address: BOOK DEPARTMENT, 
THE FINANCIAL WORLD, 53 Park Place, New York, N. Y. 
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CONTEMPORARY 


1 wholly disapprove of what you, 
say and will defend to the death 
your right to say  it.—VOLTAIRE, 


Jesse H. Jones, Chairman, RFC: 
There is an element among us, and q 
very strong one, that wants the goy. 
ernment to be a fairy godmother, 


John Leland Cross, President, Mount 
Vernon (N. Y.) Trust Company; 
There will be no window-dressing in 
connection with statements concerning 


‘the financial position of the reopened 


Mount Vernon Trust Company. 


Baron Maurice Rothschild, European 
Banker: Attempts at disarmament 
will collapse because of the hostile at- 
titude of Germany. 


E. Burd Grubb, President, New York 
Curb Exchange: The New York Curb 
Exchange pledges its utmost coopera- 
tion with the [SEA] commission to the 
end that unfair practices may be elim. 
inated and investors may be protected, 


Hugh Knowlton, Kuhn, Loeb & Con- 
pany: The banking world is trying to 
advance today in the midst of a. bar. 
rage of restrictive Federal legislation 
unparalleled in the history of this 
country. 


Senator Harry Flood Byrd, Virginia: 
Assistant Secretary of Agriculture 
Rexford G. Tugwell has exceeded the 
authority given him by law and is 
asking from Congress additional legis- 
lation to validate illegal acts already 
performed by his department. 


J. Chester Cuppia, Acting President, 
Commodity Exchange: A _ disastrous 
effect of the killing of our domestic 
silver market will be that our govern- 
ment will be at the mercy of the Lon- 
don and Shanghai markets. 


Bernard Kilgore, Economist:  Redis- 
tribution of wealth so often turns into 
nothing less than destruction of wealth. 


O. M. W. Sprague, Former financial 
advisor of the Administration: Wash- 
ington is becoming disillusioned at 
money manipulation as a means of 
trade recovery. 


Former Kaiser Wilhelm: The German 
people turned me out and if they want 
me back they will have to come and 
fetch me. 


Cordell Hull, Secretary of State: If 
Jefferson were President today he 
would deal resolutely with realities by 
vigorously pursuing a program of 
emergency relief basically like that 
now in operation. 7 


Chester C. Davis, Administrator, 
AAA: The Federal Government has 
declared war on the consequences of 
drought. It has mobilized its forces 
and they are the forces of the greatest 
collective power on earth—the power 
of the American people. 


Howard W. Blakeslee, Science Editor, 
Associated Press: Scientific discoveries 
are laying the foundation for a thou- 
sandfold increase in the world’s wealth. 
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The 
Market Situation 


HIGHLIGHTS 


The labor situation has continued to be much 

in the public interest, but meanwhile ac- 

cumulation of sound securities has been 

carried on. Somewhat larger than seasonal 

summer business recession so widely ex- 

pected that its effect on securities should be 
small, 


Rusinc prices on somewhat better volume have 
marked most of the recent trading sessions and senti- 
ment in the Wall Street district has shown some im- 
provement. The better sentiment that is slowly be- 
coming apparent is being encouraged by recent actions 
on the part of leading financial firms which, because 
of changes in the banking laws, have had to decide 
whether they will stay in the securities business or will 
divest themselves of that type of activity and become 
deposit bankers. Most of the large firms have decided 
that, whatever the present state of earnings in the in- 
vestment business, the future is sufficiently promising 
to warrant their giving up deposits and awaiting a 
more marked revival of interest in securities. To the 
individual investor who has had his patience tried by 
weeks of dullness in trading, those decisions are im- 
portant, 


Equatty: important has been the character of re- 
cent trading, with even the utility group sharing in the 
better action of the market as a whole. The May lows 
have been decisively tested and the industrial averages 
at mid-week were nearly ten points above the June 2 
level at which a so-called “double bottom” was made. 
As a measure of the type of buying that is being done, 
it is not without significance that the better acting 
issues again are the old line leaders rather than the 
low priced speculative stocks that were in such promi- 
nence several months ago. The present market is 
clearly one of accumulation, being conducted by what 
may be regarded as “intelligent” money that is not 
looking for phenomenal profits this week or next, but 
is satisfied to await the influence on prices that the cur- 
rent fundamentals are bound to bring about. 


Tue labor situation continues to be very much in the 
limelight and is frightening off timid buyers. A strike 
in any industry, however, is never a permanent condi- 
tion and the history of such things has been that even 
when substantial wage concessions have had to be made 
a8 a prerequisite to settlement, expanding volumes have 
more than offset the added costs. And in the present 
situation, of course, demands for higher wages are com- 
paratively few, the question at issue being the largely 
academic one of union recognition. Strike threats 
have had the effect of speeding up industrial produc- 
tion somewhat, and the inventories that have thus 
been accumulated will probably result in a slightly 
larger summer decline in activity than would otherwise 
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be seen. As yet, however, the trade figures have been 
running close to their respective normal trends. Re- 
ports covering the week following the Decoration Day 
holiday tell of the usual snap-back, even the automobile 
industry stepping up its output nearly 30 per cent. A 
good gain was registered by the electric power figures, 
which continue to run better than 7 per cent ahead of 
the levels of last year, and retail trade is holding up 
well. Little material improvement has appeared yet in 
new construction activity, but this field should do better 
later on as the Government gets into action with its 
new aid plans. On the whole, the business situation 
has been satisfactory, and a greater than seasonal de- 
cline in the coming month is so generally anticipated 
that the appearance of such a development is not ex- 
pected to have any important effect on the security 
markets. 


Bon DS have again been enjoying one of the vigorous 
upward trends that have been so frequent during the 
past six months or so, with particular strength dis- 
played by U. S. Government issues. An exception, of 
course, was found in the German issues, which sold off 
sharply upon announcement of the six months’ transfer 
moratorium which however did not come as any par- 
ticular surprise. Numerous high grade bonds are 
currently selling at or above the call prices, and hold- 
ers of such issues can well take advantage of the situa- 
tion by switching their funds into other bonds of com- 
parable grade which, because of lower coupon rates or 
other factors, are still quoted at discounts. 


W ITH a marked revival of general business so 
clearly indicated for the fall months, and with the tre- 
mendous potentialities for credit inflation continuing 
to overhang the country, there is no reason for suggest- 
ing abandonment of promising securities. On the con- 
trary, the wisdom of acquisition of sound issues as 
opportunities occur should become apparent later on. 
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The Trend 
Things 


Digest and interpretation of current 
business and financial development 


Following several weeks of reports 
of declining retail automobile sales, 


ke 
es of further price reductions have been 
made by manufacturers, reflecting the 


efforts that are being made to combat 
the usual seasonal influences. Despite 
some reports to the contrary, analysis of available figures 
suggests that production during much of this year has 
not been materially out of line with actual demand, and 
that inventory positions have not been built up to un- 
wieldy proportions. For instance, the recognized author- 
ity on output estimates placed General Motors’ total for 
the month of May at about 119,000 units, a volume that 
compares with the company’s report of 103,844 units 
sold to dealers and 95,253 units sold to consumers. 

Complete sales figures for the first five months of the 
year are not yet available, but on the basis of results 
for the four months it appears that Chrysler is con- 
tinuing to forge ahead, General Motors about holds its 
own, and Ford is again coming into prominence. Among 
the producers of less prominence, Hudson and Nash are 
scoring good gains although sales improvement has not 
yet been greatly reflected in actual earnings figures. 

Even if recent price reductions succeed in stimulating 
sales, it is apparent that the industry has passed its 
earnings peak for the year with the prospect that any 
materially increased volume will necessarily be attained 
on smaller profit margins. Consequently the shares are 
unlikely to enjoy any great stimulation from this quar- 
ter during remaining months. However, it must be 
recognized that this is a normal trend and would not 
unduly influence the movements of the group in the face 
of general market strength. Hence there appears no 
need for the longer term investor to disturb his holdings 
of the better situated issues. 


Steady improvement in the opera- 
ting results of the country’s railroads 
continues, although the phenomenal 
percentage increases over the figures 
of a year ago that were shown by 
earlier months are not so numerous in 
more recent reports. The reason is, of course, that 
comparison during the first quarter of this year was 
made with an extremely low base. Nevertheless, indi- 
cations are that the first half of 1934 will show net 
operating income approximately double that of the same 
period of 1933, a performance accomplished on an in- 
crease in gross revenues of around 20 per cent. Be- 
cause of the general stock market dullness the railroad 
shares have not been able to reflect the improvement in 
the position of the industry which they represent, but 
at least one sign of reviving confidence in the situation 
is to be found in plans now being made for publicly re- 
funding some of the early maturities of prominent 
roads. Anything like an orthodox public offering has 
been virtually impossible for several years but sufficient 
general gains have been made to suggest that such a 
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Rail Income 
Double That 
of 1933 


financial operation on the part of the stronger roads 
would now meet with reasonable success. - - 

Allowing for an occasional temporary deviation: from 
the normal trend, the course of railway freight traffic 
has been quite encouraging and promises to continue its 
improvement in the coming months inasmuch as, even 
on a strictly seasonal basis, car loadings do not usually 
attain their peak until about October. On the whole, it 
would appear that any marked revival of interest in the 
share markets will find the rails as a group well in the 
forefront of the advance, although there will naturally 
be exceptions in the case of roads which serve drought- 
stricken areas and lines which still have great room 
for improvement in their finances. 


Resumption of dividends by three 


Coppers copper companies so far this year 
B bears eloquent testimony of the im- 

provement which has occurred in the 
osition 


fortunes of this industry in recent 
months, further confirmation being 
found in the advancing trend of the price of the metal 
to the 9-cent level, a figure which compares with the 
low of 4} cents. During the last several years the 
fundamental difficulties of the industry have been lack 
of demand from consumers and an unwieldy surplus 
stock of the metal. Material improvement has occurred 
in the demand factor, and considerable progress is being 
made in righting the statistical position of supplies, 
Full consummation of the latter will doubtless require a 
year or so, but the process is being simplified by the 
recently adopted NRA Code. And also due to the latter, 
it appears that little danger exists of price weakness in 
the immediate future although for several reasons it 
may develop that demand will temporarily taper off 
somewhat. Later on, however, consuming demand 
should begin to surpass the volume seen during the cur- 
rent half of the year and resultant further price in- 
creases would be a logical expectation. 

Any mining venture is necessarily speculative by its 
very nature, but even after recognizing all of the prob- 
lems yet to be solved by the copper industry it appears 
that the shares of the better (i.e., low cost) companies 
afford satisfactory media for protection against any 
period of greatly rising prices which might result from 
monetary changes or other causes. It is of at least 
passing interest that the current 9-cent copper price 
compares with the 1926 average of 13.94 cents a pound. 


WEEKLY INDEX OF INDUSTRIAL PRODUCTION 


Average of 1925-1928 = 100 


120 120 


Val 


100 100 

90 90 
| 1934 

80 80 

70 


40 40 


THE COMPONENTS. This is an unweighted index of five sensitive 
series of industrial activity ; new building contracts, electric power 
production, automobile output, steel mill activity, and merchan- 
dise miscellaneous and less-than-carload freight traffic. 
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v If the extension of Government guarantees to obligations 
which are normally private in character should continue much 
longer at the present rate, the contingent liabilities of the U. S. 
Government would reach a total in excess of the direct debt. 


5 O INFLATE or not to inflate” 
T: a question which has been 

widely discussed in such a way 
as to indicate that most people, in- 
cluding many in places of authority, 
believe that the answer is one which 
may be determined largely or en- 
tirely by deliberate choice of action. 
Measures which carry large poten- 
tialities of inflation have already 
been adopted, but like the alcohol 
addict featured in pre-war prohibi- 
tionist propaganda, we assume that 
we can “take it or leave it alone.” 
The fact remains, however, that 
practically all of the major inflations 
recorded by history had their begin- 
nings in just such dangerous philos- 
ophies, and were swept 


themselves. The experience of fu- 
ture years will disclose whether or 
not this is a valid contention. In the 
meantime, the contingent liabilities 
should be considered as obligations 
of the Government quite as much as 
the direct debt, and should be re- 
garded as such in any estimate of 
the credit status of the U. S. Treas- 
ury. The dangers of failing so to 
regard these obligations could be 
illustrated by many case histories 
of individuals and _ corporations 
which have gone into bankruptey 
because of a tendency to consider 
endorsements and guarantees as 
having little or no practical weight. 
There is no cause for alarm in the 
present situation except 


along by the unleashing 
of latent forces created 
by unorthodox eco- 
nomic measures adopted 
without any premedita- 
tion of inflation. 

The direct debt of the 
United States Govern- 
ment has been increas- 
ing by leaps and bounds; it now 
totals about $26.1 billions, as against 
$21.8 billions a year ago, and a little 
over $16 billions in 1930. But the 
direct debt, although it will doubt- 
less rise before the end of the 1934- 
35 fiscal year to totals above the high- 
est levels recorded in the past, will 
not become a cause for deep concern 
as long as there appears to be a well- 
founded hope of a balanced budget 
in 1936, or at least a convincing re- 
duction in the deficit. Substantial 
increases in taxes are already fore- 
shadowed, but the debt could prob- 
ably be expanded by further sub- 
stantial sums without necessarily 
forcing any new currency deprecia- 
tion. But since the credit basis of 
the Government is not indefinitely 
elastic, the huge concomitant in- 
crease in its contingent liabilities on 
guarantees and “insurance” schemes 
is somewhat disturbing to conserva- 
tive observers. 


The Ultimate Cost 


It is claimed by many politicians 
that these guarantees will cost the 
Government little or nothing in the 
long run since they are based upon 
intrinsic values which will support 
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in the increasing de- 
mands for Government 
guarantees for many 
different types of obliga- 
tions which are normally 
strictly private in char- 
acter. Indefinite expan- 
sion of the contingent 
liabilities of the Govern- 
ment is to be qpposed not only upon 
the ground that the credit of the 
Government will eventually be en- 
dangered, but also because increasing 
Government interference or partici- 
pation in private enterprise is 
usually an inevitable result. The 
past experience of Government and 
quasi-Government institutions in 
farm mortgage financing has not 
been fortunate. In fact, some au- 
thorities are inclined to blame the 
recent disrepute of farm mortgages, 
once the country’s prime investment 
medium, largely upon the entrance 
of institutions fostered by the Gov- 
ernment into the farm mortgage 
field. 

Contingent liabilities of the Gov- 
ernment were in existence long be- 
fore the New Deal, although they 
were outstanding in much smaller 
amounts. In some instances they 
did not take the form of expressed 
guarantees. The debt of the terri- 
tories and insular possessions of 
the United States, amounting to 
about $120 millions, represented by 
bonds outstanding in the hands of 
the public, is not guaranteed, but 
the moral obligation of the U. S. 
Treasury for this indebtedness is so 
strong and so widely recognized that 


A Threat to Government Credit? 


the bonds must be regarded as a con- 
tingent liability. Another example 
of a moral obligation so strong as to 
amount to a contingent liability is 
found in the bonds of the Federal 
Land Banks which were issued in an 
amount well in excess of $1 billion 
before the advent of the Roosevelt 
Administration. The tendency for 
these “moral obligations” to be con- 
verted eventually into contingent or 
more direct obligations is illustrated 
by a clause of the Farm Relief Act 
of May, 1933. This provides that, 
at the option of the Farm Loan Com- 
missioner, Federal Farm Mortgage 
bonds, guaranteed as to interest by 
the U. S. Government, might be 
given (after May 12, 1934) in ex- 
change for Federal Land Bank bonds 
to the extent that an authorization 
of $2 billions of the former issue 
might not be needed for new farm 
mortgage loans or for refinancing 
old farm mortgages. 


Full Guarantees 


Even the guarantee of interest on 
the Federal Farm Mortgage bonds 
proved insufficiently attractive to 
tempt many holders of farm mort- 
gages to exchange, and the present 
Congress passed a bill to place the 
complete and unconditional guar- 
antee of both principal and interest 
by the U. S. Treasury upon the 
bonds included in the $2 billions au- 
thorization. Shortly thereafter, leg- 
islation providing for a_ similarly 
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complete guarantee of Home Owners 
Loan Corporation bonds (also au- 
thorized to be issued to a total of $2 
billions) was approved by Congress 
and the President. Since the process 
of obtaining mortgagee consents to 
exchanges and other details of refi- 
nancing consume considerable time, 
substantial amounts of both bond 
authorizations remain unissued. 
However, it would appear to be a 
foregone conclusion that both will 
be fully issued before the laws ex- 
pire. In fact, there are already 
strong indications that the authori- 
zations will be greatly increased by 
further legislation. The $2 billions 
authorization of Home Owners Loan 
Corporation bonds is reported to 
have been largely allocated, and a 
proposal has been made in Congress 
to raise the authorization to $4.2 
billions. 

Another huge contingent liability 
of the Government is to be found in 
the bank deposit “‘insurance’”’ plans. 
The law enacted last year provides 
a.guarantee for about $15.7 billions 
of bank deposits and after June 30 
the coverage will be increased. While 
the guaranty or insurance funds are 
supposed to be furnished mainly by 
the “insured” banks, the fact that 
the fund is being administered under 
a Federal law by the Federal Deposit 
Insurance Corporation makes the 
guarantee scheme, in practical effect, 
a contingent liability of the U. S. 
Treasury. In the event that another 
period of serious banking difficulties 
should arise, there is good reason to 
believe that large drafts upon the 
Treasury as well as upon the mem- 
ber banks would be needed to pre- 


vent collapse of the fund as it is 
now constituted. : 

The Reconstruction Finance Cor- 
poration has the power to issue 
bonds guaranteed by the Govern- 
ment, but such emissions have been 
relatively small up to the present 
time, as the RFC’s funds have been 
obtained mainly by direct advances 
by the Treasury. Guaranteed notes 
were issued by the RFC in payment 
for newly mined gold before the 
Treasury assumed complete control 
of gold dealings. RFC guaranteed 
notes were also exchanged in some 
instances for preferred stocks of 
banks and trust companies. 

The outstanding contingent debt 


of the U. S. Government would be © 


greatly increased if the Housing and 
Renovation Bill should be enacted 
in anything like the form in which 
it was originally introduced in Con- 
gress by Administration leaders. 
The Housing Bill would create a 
“Home Credit Insurance Corpora- 
tion”, with power to issue notes, 
bonds and other obligations fully 
guaranteed by the United States to 
an indefinite amount. It also pro- 
vides for Federal insurance of build- 
ing and loan association deposits or 
shares. This would probably involve 
an amount in excess of $7 billions, 
since the deposits in building and 
loan associations are estimated to 
total about $7.5 billions and it is be- 
lieved that most associations would 
find it advisable if not absolutely 
necessary to come under the insur- 
ance plan if the legislation should be 
enacted. The Housing Bill repre- 
sents, in net effect, an attempt to 
coax private capital into home mort- 


gages by offering a guarantee of the 


S. Government. 


The pressure for extending the 
guarantees of the Government js 
illustrated by a recent statement of 
Leo T. Crowley, chairman of the 
FDIC, who said, “the provisions of 
the law which authorize the issuance 
and sale of its (Deposit Insurance 
Corporation) obligations are similar 
to the provisions of the Reconstrue- 
tion Finance Corporation Act, but 
different in one important respect; 
namely, they contain no provision 
for a guaranty by the Government of 
such obligations. It is believed that 
in the absence of such a provision 
difficulty would be experienced in 
marketing obligations of this cor- 
poration. . . . The directors, there. 
fore, recommend that the subsec- 
tions be amended by providing 
for a guaranty by the U. S. Govern- 

The laws now in force and the pro- 
posals before Congress, if adopted, 
would bring the total of contingent 
debt of the Government to a figure 
in excess of the outstanding di- 
rect debt. Obviously, this tendency 
to extend guarantees cannot be con- 
tinued indefinitely if the credit of 
the Government is to be maintained 
and complete Government control of 
all business is to be avoided. The 
reassuring aspect of the situation is 
to be found in the fact that substan- 
tial recovery in business in the coun- 
try as a whole would eventually re- 
sult in cessation of the demands for 
Government guarantees and liquida- 
tion of the outstanding guarantees 
without large losses to the U. 8. 
Treasury. 


the Bankruptcy Act Boon? 


M28 than likely one of the 
greatest incentives to recovery 
will spring from the New Corporate 
Bankruptcy Law to which the Pres- 
ident last week affixed his signature. 
Under its provisions a corporation 
can bring about a reorganization 
with the consent of two-thirds of its 
creditors and in agreement with a 
majority of its stockholders. The 
measure will enable thousands of 
embarrassed corporations to procure 
relief from their financial difficulties. 

In this measure THE FINANCIAL 
hails another reform to 
which it has for years been com- 
mitted. It has held that reorganiza- 
tions that would prove to be bene- 
ficial to all concerned have been 
hamstrung and checked by strike 
suits of small and designing minori- 
ties—actions that were not bene- 
ficial to the bulk of securities 
holders and creditors but inaugu- 
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rated for the purpose of being 
bought off. Under the new measure 
it will no longer be possible to 
organize fake reorganization com- 
mittees to make assaults upon the re- 
maining resources of a financially 
distressed corporation, an evil that 
in the last twenty years had de- 
veloped into a national scandal. 
Fake law suits to mulct corpora- 
tions also became an odious racket 
but this form of piracy should be- 
come very unpopular for now the 
courts can assess against any plain- 
tiff the costs of action upon its 
determination that suits were not 
brought in good faith. 
Reorganizations will now be de- 
termined on their merit and accord- 
ing to the will of the majority, and 
the whole proceedings even to affix- 
ing the costs will be conducted under 
the supervision of the courts. Under 
this process not only will sick cor- 


porations be enabled to recover more 
quickly but the costs will be made 
as reasonable as possible. 

A number of companies have al- 
ready applied for permission to re- 
organize under the terms of the new 
act, among the more prominent be- 
ing Paramount-Publix, Radio-Keith- 
Orpheum, United Cigar Stores, Asso- 
ciated Telephone Utilities, National 
Department Stores and Roxy Thea- 
tres. Others now in receivership 
which may be expected to take 
similar action include the following: 
American Type Founders, Botany 
Consolidated Mills, Bush Terminal, 


- Chicago, North Shore & Milwaukee, 


Consolidation Coal, Follansbee, R. 
Hoe, International Match, Long-Bell 
Lumber, McCrory Stores, McLellan 
Stores, National Electric Power, St. 
Louis Public Service, Studebaker 
and United Railways & Electric of 
Baltimore. 
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ECOGNIZING the im- 
R portance of the building 
industry from both social 
and economic viewpoints and 
the virtual necessity of stimu- 
lating its revival as a means of 


promoting general recovery, 

the Administration has_ re- 
quested Congress to enact legis- 
lation designed to promote housing 
construction and renovation, particu- 
larly in the field of residential build- 
ing. The entire purpose is said to 
be embodied in the hope that this 
legislation would stimulate the flow 
of private capital into construction 
and modernization through Federal 
guarantee of the necessary securi- 
ties. The Act would call for ap- 
propriation of $300 millions for the 
establishment of two agencies 
charged with carrying out a fourfold 
program as follows: 


The Fourfold Program 


1. Federal long term loans at low 
interest rates, to a maximum of 
$2,000 to any individual, for mod- 
ernization of all types of real 
property, particularly residential. 

2. Government guarantee of new 
mortgages on existing residences up 
to 60 per cent of current appraised 
values, and on newly constructed 
homes up to 80 per cent. 

3. Mortgage associations privately 
organized under Federal supervision 
to furnish low cost long term financ- 
ing for home owners or builders 
under certain restrictions and safe- 
guards, 

4, Federal insurance of the shares 
and certificates of sound building 
and loan associations in fashion 
similar to the present insurance of 
bank deposits. 

This program is supplementary to 
the aims and purposes of the Home 
Owners’ Loan Act of June, 1933, 
which provided for issuance of bonds 
to a total of $2 billions and which 
thus far has failed to ease the mort- 
gage situation adequately or to re- 
vive building in any appreciable 
amount. 
consumers’ goods where it is esti- 
mated that activity has been re- 
stored to perhaps as high as 80 per 


JUNE 20, 1934 


In contrast to the field of . 


New Home Building 


as a 
Recovery Factor 


v Can the Government be 
successful in its efforts to 
stimulate residential build- 
ing through present and 
proposed financial aids? 


cent of normal, the construction in- 
dustry is still operating at about 25 
per cent of its average rate for the 
period from 1925 to 1928 inclusive 
despite the outpouring of funds by 
the PWA and the support of the 
Home Owners’ Loan Corporation. 
Residential building, at which the 
present proposed legislation is par- 
ticularly directed, is in a much more 
depressed state than the industry as 
a whole or any other classification 
thereof, largely because it has re- 
ceived no appreciable stimulation 
from expenditure of public works 
funds. This situation is clearly re- 
flected in the following figures show- 
ing the May rate of contracting in 
the different building classifications 
in percentages of the 1929 average 
rates, based upon the statistics com- 
piled by the F. W. Dodge Corpora- 
tion: 
15% of 1929 
26% of 1929 


46% of 1929 
27% of 1929 


Residential 
Non-residential ........ 
Public Works & Utilities 

Total 


In 1929 residential building con- 
tracts totaled close to $2 billions, a 
very substantial item in the aggre- 
gate and in comparison with the 
present indicated annual volume of 
less than $300 millions. This com- 
parison lends corroboration to the 
general judgment that at least from 
the social point of view there is a 
tremendous potential field for reno- 
vation and new building in the resi- 
dential field. This premise is not 
likely to be seriously questioned, but 
there is still left the fundamental 
problem of transforming this po- 
tential social demand into an ef- 


fective economic demand. This 
the Government is seeking to do 
by making the requisite financ- 
ing more accessible. 

The Department of Com- 
merce has been engaged in 
making a survey of housing 
conditions in over 70 cities 
throughout the country. Re- 

ports on less than a third of 
these cities are now available and 
these are confined to populations of 
about 50,000 and less. Any conclu- 
sions that may be drawn at this time 
are therefore only tentative and sub- 
ject to wide modification in their 
applicability to the entire situation. 
It is indicated that about two-thirds 
of the residences classified as suit- 
able for habitation are in need of 
minor and/or major repairs and 
renovations, an indeterminate pro- 
portion of which could be classed as 
an abnormal accumulation due to the 
depression. About two-thirds of the 
cities showed a number of families 
in excess of the number of habitable 
residences and the others showed 
surplus habitable residences of only 
a few per cent of the total families. 
Thus in general the surveys seem 
to bear out the general judgment al- 
ready expressed that there is a con- 
siderable social need for renewed 
building activity, but they do not 
shed much light upon the problem 
of stimulating an effective economic 
demand. 


The Principal Obstacle 


The principal obstacle to the lat- 
ter resides in the inadequacy of cur- 
rent and immediately prospective 
income among potential home build- 
ers and renovators to support the 
financial burden involved in such 
undertakings. Aid such as the Gov- 
ernment proposes along the lines of 
lower interest charges and extension 
of the period of repayment over 
longer terms of years should ad- 
mittedly be helpful in stimulating 
some building activity; but the po- 
tentialities are still limited by the 
deficiency in the income and financial 
status of the individuals who must 
assume the initiative and responsi- 
bility, and by the unfavorable rela- 
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tionships existing between building _ 
costs and rental values. This is 
strikingly illustrated by figures re- 
cently compiled by the Cleveland 
Trust Company showing that since 
1932 ‘building costs have advanced 
by about 7 per cent while rental 
values have continued their declining 
trend to’the extent of about 14 per 
cent. Such a divergent trend in these 
indexes reflects a very powerful in- 
fluence deterring the investment of 
private capital in building. 

To assure even a moderate degree 
of success the Government building 
program (which may or may:not be 
enacted before Congress adjourns) 
must give significant aid in the two 
important respects of more reason- 


_able building costs and of. greater 
‘confidence of the individual in an 
adequate recovery of his personal 
income (as measured by the goods 
and services which he will be able 
to command). The Government can- 
not stimulate any sound revival of 
the building industry by granting in- 
discriminate loans to poor credit 
risks, nor can it by direct action 
greatly increase the willingness or 
desire of private capital to assume 
such risks, To the extent that it can 
strengthen the existing credit chan- 
nels and machinery which serve this 
field it can further its objective, but 
the chief reliance for a permanent 
revival of construction must be 
placed on further general economic 


recovery along sound lines which 
will build increased confidence and 
thus provide the incentive for put. 
ting the idle capital of the country 
to work, 

Despite the handicaps inherent in 
the proposed Government program 
it seems probable that there will be 
at least moderate stimulation of 
building activity which will benefit 
many of the companies engaged in 
supplying construction materials, 
For the investor who desires repre- 
sentation in this field on this basis 
the following issues appear to be 
among the best media: American 
Radiator, International Cement, De- 
voe & Raynolds A, Johns-Manville, 
and Sherwin Williams. 


A New Group of Undervalued Bonds 


UBLIC utility operating com- 

panies, ie., those producing 

directly engaged in producing 
and distributing electricity, gas and 
ice, and distributing water, have 
furnished one of the most encourag- 
ing evidences of general business 
recovery during recent months. 
With few exceptions, operations 
have increased in sympathy with 
rising demands for utility service, 
revenues have expanded and in a 
large number of instances net profits 
have risen above a year ago despite 
higher taxes and operating costs 
incident to the utility codes. This 
trend should continue as a concom- 
itant of general business recovery 
and lead to improvement in the in- 
vestment position of the senior 
securities of companies identified 
with this group. 

The first mortgage bonds of utility 
operating companies occupy the high- 
est investment position in the public 
utility security field as they are 
amply secured by a first lien on 
physical properties and have first 
call on earnings. In the typical 
utility system these obligations are 
usually followed by operating com- 
pany preferred and common stock, 
and parent company debenture 
bonds, preferred stock and common 
stock. During times of economic 
stress, it has been found difficult to 
properly service superimposed capi- 
talization but there are few in- 
stances on record of the properties 


A Selection of 
Five Promising 
Public Utility Bonds 


failing to provide sufficient revenues 
to care for first mortgage bonds. A 
good example of this is to be found 
in the Middle West Utilities situa- 
tion. Although this company is in 
receivership and many intervening 
holding companies have gone into 
bankruptcy, not a single default has 
occurred among the first mortgage 
bonds of the operating companies of 
the system. Usually about 50 per 
cent of the investment in public 
utility property is contributed by 
preferred and common stockholders 
and this “cushion” has provided 
ample protection for first mortgage 
bondholders, even when properties 
are put through the “wringer.” 

In spite of the generally satisfac- 
tory investment position of these 
bonds, many first mortgage utility 
obligations are still selling on a 
comparatively high yield basis. In 
nearly every instance a sound reason 
for this can be found and no in- 
vestor should be deluded into believ- 
ing that he is purchasing a gilt 
edged investment in this category if 
a yield in excess of 54 or 6 per cent 
is obtainable. The speculative risks 


in each instance vary directly with 
the return on investment. However, 
for those in a position to comfort- 
ably assume the ordinary “business 
man’s risks” such bonds may be 
regarded as suitable for moderate 
commitments to round out a well 
diversified investment portfolio. 

Five first mortgage public utility 
bonds in this category have been 
selected and are presented in the 
accompanying tabulation. With the 
exception of one company, Arkansas 
Power & Light, all enjoy a strong 
financial position. In the case of 
Arkansas Power & Light, a working 
capital deficit of $62,468 was shown 
at December 31, 1933, which in itself 
is not alarming as the company has 
no need for a large amount of work- 
ing funds and is earning well in 
excess of interest requirements. As 
a subsidiary of Electric Power & 
Light, the company likewise is as- 
sured financial sponsorship of the 
top company, Electric Bond & Share, 
which has ample cash to provide for 
the financial needs of all operators 
in the system. Operating revenues 
of all five companies have been run- 
ning well above the levels of one 
year ago and in certain instances 
this has resulted in a gain in net. 
It appears only a question of time 
until higher gross will be favorably 
reflected in amount available for 
bond interest. 

On the whole, book value of prop- 

(Please turn to page 606) 


Amount Total Number Bond Fixed 
Outstand- Value of Bonded of Invest. Egs. 
ing perty Debt Cus- per Earned Yortins Market Current 
- Company Tssue (000) (000) (000) tomers Customer 1933 Capita Price Return 
Arkansas Power & Light, Ist & ref. 5s, 1956..... $35,000 ,892 $36,208 78,735 1.38 d$62,468 *75 6.7% 
Central Ill. Pub. Service, Ist gold 5s, 1956...... 8,297 84,951 55,884 169,823 348 1.23 1,729,575 *68 7.3 
Georgia Power, Ist & ref. 5s, 1967.............. 97,945 261,601 120,086 154,638 776 1.82 1,589,559 9 6.3 
Southern Colorado Power, ist gold 6s, 1947.. 6,893 16,048 6,893 24,009 288 1.41 93,051 +81 7.4 
West Texas Utilities, lst gold ,500 24,500 51,708 473 1.21 1,321,184 *63 7.9 


d Deficit *Listed on the New York Curb Exchange. {Listed on the New York Stock Exchange. 
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Bank Note — 
A Beneficiary of 
New Financing Revival 


A discussion of one company which is in a position 
to share in the benefits expected as a result of the. 
modification of the Securities Act 


LTHOUGH most of the major 
A corporations reported substan- 

tial gains in activities last 
year, the American Bank Note Com- 
pany failed to participate fully in 
the general recovery for orders re- 
ceived were but little changed from 
the previous year. A better foreign 
pusiness and an increased demand 
for the printing of stock certificates 
enabled the company to make a 
slightly better earnings showing, 
but the virtual absence of orders 
for new corporate bond issues pre- 
vented profitable operations. <A 
further loss was sustained in the 
initial quarter of the current year 
and the June quarter will probably 
be little improved, but certain recent 
developments appear to offer more 
encouragement for the longer term 
outlook. 


Its Primary Function 


The primary function of Ameri- 
can Bank Note consists of the crea- 
tion of instrumentalities of credit. 
Earnings are susceptible to the con- 
traction of credit, and the company 
must await the operation of factors 
over which it has no direct control 
before demand for its products de- 
velops. Although the company has 
achieved a fairly good diversification 
of its activities, the most profitable 
are the printing and engraving of 
corporate securities. Bond issues 
comprise the business of highest 
profits, while the printing of stock 
certificates provides more stable in- 
come. 

Consequently, the outlook for the 
company depends to a iarge extent 
upon the revival of new financing. 
Following the enactment of the 
Securities Act of 1933, new cor- 
porate bond flotations virtually 
ceased. Fears as to the workings 
of the Act made the major corpora- 
tions and underwriters extremely 
chary of the presumptive liabilities 
which attached to all who were iden- 
tified with the distribution of new 
issues. Even refunding operations 
were temporarily deferred or held in 
abeyance pending the clarification 
of the new legislation. 

It was hoped that drastic changes 
in the original Act would be made 
during the new session of Congress, 
which would permit again the free 
issuance of securities. A moderate 


‘boon was obtained through the 
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amendments which were tacked on 
to the Bill to regulate the stock ex- 
changes, but not all of the objections 
were met. However, the amended 
act appears somewhat more tenable, 
and several issues are to be floated 
in the near future representing, for 
the most part, refunding operations. 
Successful absorption of these issues 
would pave the way for a more sub- 
stantial revival. 

Throughout the past four lean 
years, Bank Note has kept well pre- 
pared for the appearance of new 
orders. Adequate plant capacity has 
been maintained in the important 
domestic financial centers, and for- 
eign subsidiaries in Great Britain 
and Canada are equipped to handle 
business abroad. The company is 
in a_ strong financial - condition 
(which has permitted regular pay- 
ments of preferred dividends 
throughout the depression), with 
net current assets at the end of last 
year, including cash and marketable 
securities of $3.9 millions, amount- 
ing to $6.1 millions. . Total current 
liabilities were only $573,000. 

Although there have been many 
estimates as to the amount of new 
financing which will be released 
when conditions are propitious, no 
great reliance can be placed upon 
these conjectures for the probabili- 
ties are that both underwriters and 
corporations will proceed cautiously 
until there is more definite word as 
to the character of the administra- 
tion of the Bill. However, present 
conditions seem highly propitious 


} 


for new financing. The greater 
monetary stability has resulted in 
a demand for high grade bonds and 
once the diminishing yields render 
the issues unattractive, institutions 
and individuals will turn to the new 
capital market for the placement of 
their surplus funds. The general 
improvement in business is ex- 
tremely encouraging and will even- 
tually lead to a greater confidence 
in the longer term outlook. 
Surveying all of the factors in the 
situation, the conclusion is war- 
ranted that the coming year will be 
more favorable for the company. 
Orders received during the early 
months of this year have been quite 
encouraging, and the business of the 
foreign subsidiaries has held up 
very well. There is a normal lag in 
earnings between the appearance of 
orders and the actual delivery of the 
finished products which will prevent 
earnings from showing substantial 
improvement in the near future, but 
optimism towards the longer term 
improvement is warranted. Earn- 
ings for the common stock have av- 
eraged $2.32 per share in the past 
ten years in spite of the deficits in- 
curred in the three recent periods. 
Holdings should be recognized as 
speculative in nature, but for the 
individual who is willing to exercise 
a certain amount of patience, the 
common is not without possibilities. 


A Formula for 
the New Margins 


TATISTICIANS down Wall 

Street way have not been long in 
devising ways and means of finding 
short cuts in their calculations and 
it is not surprising that the sharp 
pointed pencils have been busy on 
certain sections of the Securities Ex- 
change Act, the margin require- 
ments of which become effective on 
October 1. The mathematician of 
one Stock Exchange firm has figured 
out the way to find the margin re- 
quirement on any stock by the fol- 
lowing formula: 


Divide the prevailing market price 
of the stock by the lowest price at 
which it has sold since July 1, 1933. 
Then, if the result is less than 1.33, 
the margin required is 25 per cent of 
the prevailing market price. On the 
other hand, if the result is over 1.33, 
but below 1.82, the margin in points 
per share equals the market price 
minus the low since July 1, 1933. If 
the result is 1.82 or more, the margin 
is 45 per cent of the prevailing market 
price. 

Applying this formula to recent 
market prices, for instance, would 
indicate a margin of 10 points on 
U. S. Steel at 40; 114 points on Gen- 
eral Motors at 34 and 244 points on 
American Can at 98, 
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PASSING 


IMPRESSIONS 


By EuGeNne KAtTz 


It is not for seasonal reasons alone 


Why that industry and finance are in the 
. doldrums, but rather because many ob- 
Business stacles to trade that were impending 
Is Quiet for months have finally converged. 


Combined they form a mighty down- 
ward pressure. Of interest chiefly is how long that 
pressure will last. That depends upon how soon the 
major obstacles that form the pressure release them- 
selves. There is at the moment no prospect of that 
until late in the summer. 

As the facts apply to our own country they are that 
capital has held tight to its money waiting to see 
what Washington would do. If capitalists do not risk 
their money, who else but Government can, and Gov- 
ernment spending is never lasting or satisfactory. 
The stock exchanges have been stilt or declining for 
the same reasons. The little fellow awaits the action 
of the big fellow, and so all who could contribute to 
the general improvement do nothing. 

In industry we find the old trouble of lack of con- 
sumption in juxtaposition to whirring machinery that 
overproduces. Soon inventory is so large that the 
slaughter of prices begins. Meanwhile the enforced 
stopping of machinery creates further unemployment 
and still less consumption. Labor becomes restive and 
a million men strike, though it gains them little, as 
there is little competition for their services. To add 
to the difficulties there is drought followed by unseason- 
able heat, and acreage reduction comes at a time of 
smaller crops. There is drought in other parts of the 
world, too, but we find ourselves in the unhappy posi- 
tion of having little to export. : 


Whether through the accident of a 

sas crowded legislative calendar or by de- 

Commodities liberate intent, it seemed up to last 

and week at least that the Chicago Board 

Stocks of Trade was to be allowed to outlive 

Congress without further hindrance to 

its operations. It had, however, suffered an earlier 

control which set a day’s rise or fall at a maximum of 

5 cents a bushel of wheat. Margin requirements re- 
mained unaffected. 

It was predicted at the time by most large grain 
speculators that the Board was through, that it could 
not function under such rules, that they would transfer 
their own commitments to Winnipeg. The Board proved 
to be through only to the extent that agriculture was 
for weeks inactive, due to lack of demand for the phys- 
ical commodities. 

The change came suddenly and from the legendary 
sky. Unseasonable heat followed insufficient rain, and 
the speculators rejoiced. The Board of Trade that was 
supposed to be all but dead found itself again as the 
premier gamble of the hour. 

Give the public half a reason and it will rise to the 
bait of speculation. The small margin required in the 
purchase of a wheat contract as against the margin on 
stock of equivalent cost makes grains the more alluring 
speculation, but the margin calls are much more nu- 
merous in the commodities. Let news favorable to 
corporations come out of Washington, something as 
dramatic as drought and heat were to wheat, and the 
stock market will again give a surprise demonstration 
of popularity, high margins notwithstanding. Some- 
body has over $40 billions of cash in the banks, part 
of which could readily be used for speculation. 
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There are those who in their rage 


Dictators against capitalism would wish to see 
i Government take an ever larger control 

and Their of all business, which is to say that they 
Victims advocate that the head of Government 


rule all business too. But one has only 
to look at three current examples of such power to 
quickly retract the wish. 

It is not that we will reach such a pass, but it is well 
to recognize the consequences if we should. The facts 
of history are that all dictatorships are bad. All are 
for the glorification of the dictator and his satellites, 
Collectively it is the people who pay, and the humbler 
the person the more he pays. Poor as his living was it 
becomes poorer still. 

Taking them in the order of their origin, after seven 
years of hyperbolic experiments in economics Stalin is 
still fat and sleek, but his subjects are about to pay 
twice as much for bread as formerly. As they have 
scarcely enough money to buy bread at all, the Govern- 
ment, which has nothing either, will print 665 million 
rubles, the additional cost of a year’s supply of bread, 
and give the money to the people in the form of in- 
creased wages. 

In Italy, Mussolini has notified his people that their 
standard of living must be still further reduced so that 
his treasury may be enriched from exports sold so low 
that only Japan could make them lower. In Germany, 
Hitler has placed the people again on war rations for 
imports of basic necessities have practically ceased. 


It may be that Gerard Swope of Gen- 


Where eral Electric, whose contacts in Wash- 

ington are excellent, is able to sense a 
Safety trend long before its materialization 
May Lie and put his house in order in accord- 


ance with his fears. However that 
may be, at the end of 1932 General Electric had $108 
millions in cash and $8 millions in securities. That 
was under the Hoover régime. At the end of 1933, 
under Roosevelt, the corporation had $61 millions in 
cash and $50 millions in securities. 

Leading men in the Administration have boldly as- 
serted two main dogmas: that stockholders should 
pay most of the emergency expenses of government, 
and that corporation surpluses should not only be 
limited but should be levied upon for national unem- 
ployment insurance and higher wages. Perhaps Mr. 
Swope foresees the certainty of this, for Mr. Roosevelt 
has three years to govern and probably seven. 

Confiscation of surpluses is a remote eventuality. 
But enough warnings have been sounded on the theme 
of a levy for it to appear as a probability. If it came 
to pass, and Messrs. Tugwell, Hopkins, Johnson and 
former Governor Sweet of Colorado, now an official 
of the NRA, say it will, surplus cash in banks would 
be levied upon before investments in securities. That 
may be one clue to the reason for General Electric’s 
switch from cash to bonds. 

It is a matter worth the consideration of other 
large corporations. Of course, the question of what 
cash a business needs for its normal operations—what 
surplus actually is—is an individual one, but the Gov- 
ernment accountants will have an opinion on that, too. 
In any event, demand cash in banks no longer draws 
interest and Government bonds do, and the Govern- 
ment is unlikely through fear of seizure to force the 
dumping of its own bonds. 
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Norfolk & Western Holds Its Coal Traffic 


LTHOUGH depen- 
A dence upon a single 
commodity is usual- 

ly regarded as an element 
of weakness in any busi- 
ness, some of the rail- 
roads whose traffic in soft 
coal accounts for a large 
percentage of total reve- 
nues have turned in much 
better than average rec- 
ords in the depression 
years. For the worst year 
of the depression, 1932, 
the Norfolk & Western 
reported net income 
equivalent to $11.42 per 
share of common. stock 
despite the fact that 
about 70 per cent of total 
freight revenues was rep- 
resented by receipts from 
bituminous coal _ traffic. 
Last year, net income was 
equivalent to $15.33 per 


share. 
Aside from factors of 
capitalization and_ the 


Norfolk & Western’s own 

strongly entrenched position, there 
were two main reasons why the road 
was able to show such good earnings 
during the worst of the depression. 
The high quality of the coal produced 
by the region served by the N. & W. 
had established a strong consumer 
preference in important industrial 
districts and certain applications in 
chemical and metallurgical indus- 
tries require specialized types of 
coals which are obtainable in rela- 
tively few fields. Per unit of thermal 
value, the coals produced on the 
N. & W.’s lines have been inexpensive 
to the consumer partly because of 
the fact that for some years the 
southern mines were operated on a 
non-union basis which usually meant 
relatively long hours and small pay. 
The northern mines, on the other 
hand, were unionized. 


Possible Shifts 


But with the advent of the NRA 
a great change was brought about in 
the relationships between southern 
and northern mines in respect to 
labor costs. Before the adoption of 
the NRA code for the bituminous 
coal industry, wage rates in the Mid- 
west and the North were substan- 
tially higher; the average differential 
against the midwestern producers 
(compared with southern wage 
rates) has been calculated as about 
37 per cent while the differential 
against Pennsylvania soft coal mines 
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Despite the readjustments in coal markets 
threatened by the NRA codes, the N. & W. 
has maintained its position as a leading soft 
coal carrier and should report very satisfactory 
earnings for 1934. An increase in the divi- 
dend rate appears likely. 


was over 20 per cent. The NRA 
codes, which brought about a sub- 
stantial increase in labor costs for 
the southern mines, reduced these 


differentials to 8 to 9 per cent in - 


favor of the southern mines, 

Since southern coals, although en- 
joying low ton-mile rates, cost more 
to ship to the northern and mid- 
western industrial centers than coals 
produced in the nearby fields, it was 
expected that the marked lowering 
of the wage differentials would re- 
sult in considerable transfer of busi- 
ness and realignment of railroad 
coal traffic. If the higher grades of 
northern coals can give the same 
satisfaction as the premium coals of 
the South, and if the change in wage 
differentials means that the former 
can be delivered in consuming cen- 
ters at lower prices, it would be 
natural to expect that consumers 
would shift to the cheaper product. 
And as far as the lower grades of 
coal, known as general purpose coal, 
are concerned, it would appear that 
a very decided shift of traffic among 
the coal carrying roads might take 
place. 

In spite of this situation, the Nor- 
folk & Western has shown such 
large increases in traffic this year as 
to indicate that it has fully main- 
tained its competitive position and 
reflected the gains in the operating 
rates of important consuming indus- 
tries in 1934. For the 21 weeks 
ended May 26, the N. & W. showed 


a gain in car  load- 
ings of 29.6 per cent 
over the corresponding 
period of 1933, a rate of 
increase surpassed by 
only seven railroads of 
importance. For the four 
months ended April 30, 
1934, net income was 
equivalent to $4.58 per 
share of common stock, 
as against net amounting 
to $2.43 per share in the 
corresponding months of 
last year. Since the rate 
of traffic gains (as com- 
pared with 1933) has 
been maintained in recent 
weeks, the report for the 
first half of 1934 should 
be very impressive. 

Aside from the _ sub- 
stantial improvement in 
general business condi- 
tions in recent months, 
the main reason for the 
excellent traffic record of 
the N. & W. in the face 
of seemingly adverse re- 
adjustments under the codes is to 
be found in the character of the 
coal which constitutes a very large 
percentage of the road’s coal traffic, 
which latter, in turn, represents the 
major portion of the carrier’s reve- 
nues. The N. & W. serves the 
Pocahontas field which produces a 
low volatile smokeless fuel. Natu- 
rally cost factors are of less impor- 
tance to consumers who must have 
a coal of this type than to consumers 
using lower grades of fuel. 


Earnings Prospects 


In view of the excellent traffic 
record of the N. & W. thus far in 
1934, it does not seem unreasonable 
to expect that the road will earn be- 
tween $7 and $8 per share of com- 
mon stock in the first six months 
of the year. Since the cash position 
of the company is very strong, and 
since the current dividend rate of $8 
per annum appears low in relation to 
current earnings, it is believed that 
an increase in the rate, or a substan- 
tial extra dividend, will be declared 
before long. The road could well af- 
ford to pay dividends at an annual 
rate of $10 per share. At recent mar- 
ket prices, this would afford a well 
protected yield of about 54 per cent. 
The stock, which is one of the most 
conservative of railroad equities, ap- 
pears attractive for commitments 
for income and moderate apprecia- 
tion over the long term, 
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Armour 
Changes 
Capital Set-up 


MALL earnings and a heavy 
S capitalization have proven too 

great a barrier to dividend pay- 
ments by Armour & Company (iIlli- 
nois) during recent years despite a 
good financial position, and with 
earnings having shown material im- 
provement during the past year the 
company is now taking steps to 
change its capital set-up so as to 
place the junior stocks in line for 
payments. On the sixth of next 
month stockholders will vote upon 
the proposed changes, and indica- 
tions are that approval will be forth- 
coming. 


Substantial Write-Offs 


. With the recovery in earning 
power which the company has 
demonstrated over the past year an 
impasse in the conflicting interests 
of the various classes of stockholders 

as been reached because of the fact 
that under the Illinois Business Cor- 
poration Act, in force since last July, 


When 
You 
Inqutre 


O INSURE prompt replies 

to inquiries addressed to the 
Confidential Advice Service, 
subscribers are required to en- 
close a self-addressed stamped 
envelope with each inquiry, 
which must be limited to a 
request for advice or informa- 
tion on a single security. 


For Quick Replies 
it is suggested that subscribers 
also attach a special delivery 
or airmail stamp. Prepaid tele- 
grams will be answered (col- 


lect) as soon as they are re- 
ceived. 
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% New issue of Armour 
(Illinois) 6 per cent cu- 
mulative convertible prior 
preferred appears to offer 
speculative possibilities as 
a speculative investment. 


the company can pay no dividends 
unless the values of its net assets 
are in excess of its stated capital. 
Although the balance sheet indicates 
a capital surplus over and above this 
stated capital value, there is believed 
to be need for writing down of many 
of the assets, so that there exists 
grave question as to the ability of 
the company to meet the require- 
ments of this statute with its pres- 
ent capital set-up. Thus the pre- 
ferred stockholders can be placed in 
a position to receive dividends out 
of the returning earning power of 
the corporation only through the 
cooperation of the class A and class 
B stockholders in acquiescing in a 
write-down of some of the assets of 
the company and a downward read- 
justment in the stated value of these 
junior equities. 


A Reasonable Offer 


The plan which has finally been 
worked out involves elements of 
compromise on the part of all three 
classes of stockholders which appear 
to be quite reasonable and equitable 
in relation to each other and to the 
benefits which may be anticipated 
to accrue therefrom. The preferred 
stockholders are asked to accept on 
a share for share basis $6 cumula- 
tive convertible prior preferred 
stock in exchange for their present 
$7 cumulative issue. In lieu of their 
$24.50 accumulated back dividends 
they will receive the right to convert 
each share of the new preferred 
stock at any time at their option 
into 6 shares of the new common 
stock, and in addition they will be 
given two shares of the new $5 par 
common stock for each present share 
of preferred held. 

The class A stock will receive new 
common stock on a share for share 
basis. The present class B common 


stock will receive one-half share of 
the new common for each present 
share of B stock held. 

The writing down of the com. 
pany’s fixed assets will result in a 
substantial savings in annual book. 
keeping charges against earnings to 
an estimated amount of more than 
$2 millions. Thus if the plan had 
already been in force during the six 
months period ended April 28, the 
net earnings available for the com- 
pany’s stockholders after interest 
and subsidiary preferred dividend 
requirements would have been more 
than $3 millions as compared with 
$1.9 million actually reported. Diyj- 
dends on the new preferred stock 
will accrue from July 1, 1934, and 
if earnings continue substantially at 
the present rate or better the man- 
agement plans to inaugurate divi- 
dend payments on this issue on 
October 1 of this year. On the basis 
of the proposed capital set-up and 
the rate of earnings for the six 
months ended April 28 the indicated 
annual earning power is slightly 
more than 1.8 times the dividend re- 
quirements on the new preferred 
stock and would leave a balance for 
the new common stock of approxi- 
mately 70 cents per share. 


Preferred Stock Attractive 


Although admittedly speculative, 
the new preferred shares appear to 
have possibilities for the patient 
holder, and any material market ap- 
preciation in the new common would 
bring into play the powerful con- 
version feature possessed by the 
senior issue. On the basis of- recent 
prices for the several issues, each 
point advance in price of the new 
common over 94 would theoretically 
mean a 6-point advance for the 
preferred. 


From Soup 
to Nuts 


O WHAT extent regulation of 
private business has reached the 

ridiculous is exemplified in rulings 
adopted by the Oregon and Wash- 
ington regulatory authorities, Under 
these orders utilities are not per- 
mitted to make expenditures for ad- 
vertising, commercial subscriptions, 
donations, etc., without specific ap- 
proval by the state commissions. 

Of course the utilities have taken 
the legality of this ruling to court. 
If this attempt to act the continuous 
Paul Pry continues it may reach the 
point where corporations will not be 
able even to buy pins unless the pur- 
chase has the endorsement of some 
public authority. 

Business activity from soup to 
nuts then will have to bear some 
legal authority. 
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LG’s 
COLUMN 


In ITS main purposes the Securities 
Exchange Control Bill conforms 
closely to reforms in speculative 
modus operandi so long urged by 
THE FINANCIAL WORLD. In some of 
its provisions the measure is capable 
of considerable improvement, yet 
they are of relatively minor im- 
portance and the probabilities are 
that they will be ironed out as their 
unworkability isdemonstrated. Those 
readjustments must be left to time 
for their solution. 


Or THE greatest concern to that 
large proportion of our population 
which has its wealth invested in 
securities is the governmental as- 
surance of protection against certain 
types of deception and manipulative 
practises that in the past have done 
so much to undermine confidence in 
our financial markets. So far as the 
Federal authorities can control this 
situation, no longer can _ insiders 
play with marked cards to the detri- 
ment of the security buyer. 


Tue principal objections to the 
original bill, and against which THE 
FINANCIAL WORLD expressed criti- 
cism (putting its administration 
under the Federal Trade Commis- 
sion and setting up rigid margin 
requirements) have been deleted, 
thereby assuring a flexibility of 
trading that will adjust itself to 
changing market conditions. 


Insreap of an already overbur- 
dened Federal Trade Commission 
supervising control, a special com- 
mission assumes this responsibility. 
If the President is fortunate enough 
to select for this commission men 
of experience and capable of acquir- 
ing the needed technical training to 
regulate market operations, it is 
certain that very little in the form 
of unjustified interference to legiti- 
mate transactions may be expected. 
No more and no less should Wall 
Street expect. 


In RESPECT to margins it has always 
been the opinion of THE FINANCIAL 
WoRLD that they should be suffi- 
ciently large to prevent those people 
who have no right to speculate from 
becoming enmeshed in gambling, 
which is all it amounts to when a 
person incurs larger loans with 
which to buy securities than he can 
under normal conditions meet. As 
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THE FINAN- 
CIAL WORLD 
pointed out 
in its 1929 
Annual Re- 
view, that was 
one of the dangerous developments 
of the times that invited a violent 
readjustment. One of the results 
of this overborrowing was the 
starting of a vicious circle the out- 
come of which was impossible for 
even the best minds to forsee. 


Ir Is the fervent wish of our well 
posted financial authorities that the 
new Stock Exchange bill will be able 
to prevent a similar recurrence in 
the future though the measure can- 
not guarantee this, for when public 
psychology gets out of bounds it 
can be controlled neither by Govern- 
ment fiat nor by any other system. 
If that fever breaks out again the 
administration in power will have to 
shoulder the blame instead of the 
stock market. This possibility is 
always present in any prolonged 
period of cheap credit. 


However, this is of no immediate 
concern. What is of greater im- 
portance is that margins are made 
flexible, for if it becomes necessary 
for the good of industry either to 
increase or decrease them, the power 
to do so is vested in the Federal 
Reserve Board which in cooperation 
with the banks can readily adjust 
them to meet the current exigencies. 
Nor is the 55 per cent credit base 
(or 100 per cent of the lowest mar- 
ket price in the last three years but 
not more than 75 per cent of current 
prices) excessive. In some respects 
these margins are more liberal than 
have prevailed in brokerage circles. 


Poots, jiggles and_ illegitimate 
manipulation come under the ban 
and properly so. The fear that the 
absence of such artificial stimulants 
will cut down trading is fallacious. 
If the law eliminates these unfair 
practises a sounder and broader 
market is bound to develop in course 
of time, for people will realize that 
business conditions and earning 
power as well as distinguishable 
prospects will determine values, as 
they properly should. 


Eguatty vital to public interest is 
the mandatory provision in the bill 
calling for regular earnings reports 


10 Shares 


and upwards 


can be purchased through 
us for cash or on a con- 
servative marginal basis. 


The many advantages Odd 
Lot trading offers to both 
the large and small in- 
vestor are outlined in an 
interesting booklet. 


Copy furnished on request 
Ask for F. W. 629 


100 Share Lots 


John Muir& 
Members 
New York Stock Exchange 
39 Broadway New York 


Branch Office—11 West 42nd St. 


STOCKS — BONDS 
COMMODITIES 


Folder explaining margin require- 
ments, commission charges and 
trading units furnished on request 


Cash or Margin Accounts 


Inquiries Invited 


SPRINGS & CO. 


““ BROKERAGE SERVICE SINCE 1898 
New roe Stock 
» York xchan 
Members { New York Cotton Exc ge 


Chicago Board of Trade 
and other leading exchanges 


60 BEAVER ST. 
Uptown Office: 15 W. 47th St. 
NEW YORK 


Representative 


Common Stocks 


as Long Term Investments 


A tabulation of the 
record of fifty com- 
panies over varying 
periods of time. 


Copy on request 
Odd Lots—100 Share Lots 


M. C. Bouvier & Co. 


Members New York Stock Exchange 
Members N. Y. Curb Exchange ( Assoc.) 


20 Broad St. New York 


M°CLAVE & CO. 


Members New York Stock Exchange 
Members New York Cotton Exchange 
Members N. ¥. Curb Ex. (Associate) 


67 Exchange Place, New York 


Telephone HAnover 2-6220 
BRANCH 


Central Savings Bk. Bldg., 2112 B’way, N. Y. 
71 Vanderbilt Avenue, N. Y. 
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where and when feasible from cor- 
porations whose securities are listed 
on an important exchange. There 
has been some complaint that this 
rule puts corporations to unwar- 
ranted expense but it would seem 
that they should welcome this regu- 
lation for it will create a greater 
degree of confidence among their 
shareholders and place their securi- 
- ties in less jeopardy from vicious 
bear raiding. It will enable inde- 
pendent financial journals and in- 
vestment authorities to appraise 
values and prospects more accurately 
for their information will be more 
correct and reliable and not require 
as much guess work as did the type 
of statistical and financial informa- 
tion heretofore available. 


A noTuER very important feature 
of the bill is the responsibility 
placed upon directors and officers. 
The trading in their own securities 
must now be made in the open. No 
longer can they use their informa- 
tion for concealed market operations 
without involving themselves in civil 
or criminal meshes. Such operations 
should be in the open and in the 


open they will be in the future if 
this section of the bill is courage- 
ously enforced. 


IN ow that the aim of the bill is 
better understood the jitters into 
which Wall Street worked itself over 
its imaginary destructive tendencies 
have passed. In time the Street will 
become extremely fond of it for what 
it will accomplish will be to resur- 
rect that confidence upon which a 
market must feed if it is to thrive 
and it must feed impartially and the 
deal must be square. The public, 
its biggest customer, must be pro- 
tected, otherwise a financial com- 
munity in time loses its principal 
source of revenue. 


F ROM now on the bear raider, the 
unethical manipulator, the balloon- 
ing pool operator, the unscrupulous 
jiggler, and the designing corporate 
official not only have a restraining 
halter placed on their operations, but 
they will likewise find that their 
schemes will be quickly uncovered by 
the searchlight the Government has 
centered on such machinations. 


Abandoning 


OMMON sense is at last return- 

ing to the National Recovery 
Administration for it is gradually 
abandoning certain uneconomic prin- 
ciples that have so much interfered 
with its efforts to speed up recovery. 
When the NRA was conceived its 
primary motive was to spread work, 
establish minimum wages and pre- 
vent chiselling by unscrupulous com- 
petitors. Those aims were justified 
as an emergency and when an- 
nounced were hailed with general 
approval by the public. 

But when the National Recovery 
Administration assumed that it must 
put into effect codes for every con- 
ceivable industry until it became 
almost impossible for a_ business 
man to know where he really stood, 
NRA got in its own way and became 
entangled to a point where instead 
of becoming an aid to business 
recovery it turned out to be a great 
hindrance. 

From that position it went a step 
further on the theory that prices to 
be charged to the consumer must 
also be fixed. In taking this posi- 
tion it at once clogged the pump that 
it primed to stimulate business. The 
inflexible proposition that work can 
only be created from profits was 
ignored. That business must be 
allowed free latitude unless it 
bordered on monopoly or unfair 
practices was entirely overlooked. 
To ask industry to shorten hours of 
labor, increase wages, and spread 
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Price Fixing 
work without providing it with the 
means to meet these increased costs 
was to demand of it an impossible 
task without forcing business to eat 
up its working capital. 

Now that it has been realized how 
futile was this aim it has been aban- 
doned. Prices are not to be regu- 
lated any longer. This reformation 
in principle is one of the soundest 
yet applied to the National Recovery 
Act and it now becomes possible to 
consider the measure as having at- 
tained a more workable form. 


Great Britain 
Debt Note 


TRANGELY enough little bitter- 

ness was created by Great 
Britain’s refusal to make even a 
token payment to us on her war 
debt. Inasmuch as under the inter- 
pretation of the Johnson Act it 
would not relieve her from default, 
she preferred to go the whole way 
and pay nothing until the entire 
debt problem is adjusted. Great 
Britain holds that she is in a posi- 
tion similar to that of the United 
States since a considerable part of 
her own debt resulted from extend- 
ing credit to her allies in the ex- 


pectation that they would pay and_ 


she in turn would transfer these 
funds to us, and therefore she would 


prefer to wait until it was deter- 
mined what readjustment they would 
make. She clearly pointed out the 
postponement of her payment must 
not be construed as a default and, 
knowing the British character, her 
statement is generally accepted. 

Her position is considered as pav- 
ing the way for some mutual under- 
standing for the readjustment of 
the perplexing debt question—which 
should be on the capacity of the 
debtor to pay, a view that is gen- 
erally held as the only practical solu- 
tion. Eventually it would prove far 
better for this country to get a 
reasonable settlement than to allow 
these debts to smoulder, for the older 
they get the more difficult it be- 
comes to realize on them. 


Eastman Loses 
His Horns 


OTH the “brain trust” and labor 

leaders will find little comfort 
in certain views recently expressed 
to the New York Bond Club by 
one of the President’s most im- 
portant advisors, Joseph B. East- 
man, Federal Co-ordinator of Trans- 
portation. Outspokenly he declared 
that industrial activity could not be 
increased by adding to unnecessary 
labor. That view is a long stride 
toward the right for any Govern- 
ment official to take and some draw 
the inference that it may reflect the 
changing views of the Administra- 
tion. 

Here is an individual that not 
many months ago was viewed in 
railroad circles as entertaining un- 
orthodox opinions, but of late he has 
shed his horns when the realization 
grew that he is not opposed to pri- 
vate ownership as long as it was con- 
ducted on conservative principles. If 
the railroads no longer provide op- 
portunities for high finance and sud- 
den fortunes, this does not mean 
that they cannot be made the ve- 
hicles for fair profits to investors 
and therefore Eastman holds that 
returning prosperity and _ higher 
earnings will point the way to this 
goal. 

Another reassuring statement the 
Federal Co-ordinator made was that 
the sojourn of an embarrassed rail- 
road in the courts should not be con- 
sidered a national disaster, but often 
means the route to sound health in 
the future. 

Such views can only be regarded 
as old-fashioned conservatism, which 
in the end lays the basis for all 
sound processes of recuperation. 
The elder Morgan and other promi- 
nent financiers of the old school 
would heartily approve these senti- 
ments, however embarrassing they 
are to the modern economic vivisec- 
tionists. 
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ROOM BREVITIES 


Or Gossip a Customers’ Man 
Around Broad and Wall 


Art METAL CONSTRUCTION is blazing the streamline trail in the office equipment 
field with a new desk, the “Dynamique,” with four legs where there used to be 
eight—it makes your present desk look like a stagecoach box. And don’t 
miss the new streamlined wheelbarrow if you do your own gardening—with a 
caterpillar type tread instead of a front wheel, you can push it anywhere. : 
All this talk about streamlines for the steam lines may develop into a consider- 
able business for General Motors through its Winton Engine subsidiary, as well 
as Budd Manufacturing and Pullman which are hard at work making plans and 
models. . . . Now that so many homes have been switched from coal stoves 
to gas, oil, and electric ranges because the old coal stove was only 16 to 24 per 
cent efficient, a Swedish inventor has perfected a coal burning range that is 80 
per cent efficient. 


W mous RANDOLPH HEARST, who has been barred from France since 1930, may 
now visit that country as the French Government has lifted the exclusion order 
—strange how far a country will go when its tourist traffic is at an ebb? : 
And the trans-Atlantic steamship lines will now take you abroad on the install- 
ment plan—if we could only send our heads over to see all the sights. < 
Incidentally, Uncle Sam missed a great opportunity in not charging admission 
to view the fleet in New York—the battleships have been playing to capacity dur- 
ing every visiting hour. Now that the Securities Exchange Act has 
been abbreviated as “SEA” a good many observers are wondering if the Big 
Board will prove seaworthy—or just all at sea? By the way, when you 
hear of “Scotch Week” in Wall Street it doesn’t mean a special week to sell more 
Scotch whisky even though it’s part of a stagger system—it’s the week the em- 
ployees have to take off without pay. Most of the brokers downtown 
were glad to hear that Jim Landis, prospective chairman of the SEA commis- 
sion, was a poker player but they were disappointed to hear that he was a “good” 
poker player—a good poker player too often wins on a bluff. 


Sears, ROEBUCK sets a new style in department store construction with its Chi- 
cago windowless building—by eliminating the windows floor space is increased 
by 15 per cent. Cleveland, Ohio, is boasting about an office building 
which is entirely heated by electricity—a lot of hot stories in one? . . . The 
buildings of the future, however, can have copper, steel or chromium wall “paper” 
since the new “Haskelite Plymetl” was invented. Another unusual paper 
you will soon hear about is rubber typewriter tissues which stretch to make all 
typewritten lines even—what will be rubber next? But don’t miss the 
paper nails which are made under hydraulic pressure and are so tough that they 
can be driven into hardwood without breaking or bending. Speaking of 
new forms of old products Corn Products will soon introduce a powdered corn 
syrup as another addition to its extensive line. . 


J ounsontanisms used to represent the bombastic remarks of Samuel Johnson 
when he used to rule the English literary waves—now America has its own 
Johnsonianisms. And there are those who wonder what General John- 
son will do when he retires as Administrator of the NRA—perhaps he’ll write a 
book on generalizations. Incidentally, the book publishers are turning 
down all books on the “New Deal’ and the recovery finding that several recent 
editions by rather well known authors have fallen flat. What this country 
needs is another character like Mickey Mouse that will satisfy all peoples of all 
ages and nations—Mickey Mouse now speaks English, Spanish and French and 
will soon be speaking German and Italian. . But did you know that Presi- 
dent Roosevelt is the leading Mickey Mouse Fan—he has had more Walt Disney 
films at the White House than any predecessor. 


Remincron-Ranp is expected to have something to say about preferred dividend 
accumulations soon and coincidentally something in the way of a new typewriter 
will be introduced to the trade. Speaking of improvements, McCord 
Radiator & Manufacturing has perfected its “Metlflex,” a new stainless steel ice 
cube tray which is the last word in flexibility. Eastman Kodak may not 
be regarded as an automobile equipment company but it is serving seven leading 
motor car manufacturers with “Tenite” interior fittings. Did you know 
that Studebaker had built one car which will hold eighty persons?—see it at the 
Chicago Fair. The next radical change in automobile design will prob- 
ably put the engine in the rear because it assists in streamlining—anything to 
get the backseat drivers up front. It Will be recalled that General Elec- 
tric has been the subject of many quips because of the Westinghouse elevators 
in its New York office building—it is rumored that G.E. has at last found some of 
its equipment in the Westinghouse building. 
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WILL THE MARKET GO? 


Clients of the Tillman Sur- 
vey were fully prepared for 
the latest market develop- 
ments through the weekly 
Bulletin service. They are 
ready for the next move. 
Are you? 


Bulletin AA3423 points out 
vital factors in the current 
market, with a definite fore- 
cast of developments. It 
recommends the purchase of 


PROFITABLE STOCKS 
AT FIXED PRICES 
THIS BULLETIN, together with 
our booklet telling how to gauge 
market turning points, how to judge 
the purchase price of any stock, 


SENT FREE ON REQUEST 


TILLMAN. ‘Survey 
FENWAY 
* BOSTON 


30 STOCKS 


Now Paying Dividends 


EARNINGS 
CURRENT DIVIDEND 
PRICE RANGE 


List on Request 
Bunscombe & Cn. 


Members New York Stock Exchange 


60 Broad St. New York 


Our Current Market Letter 


discusses the 


Durable Goods 
Industry 


Copy sent upon request 


GOODBODY & CO. 


Members New York and Philadelphia 
Stock Exchanges, New York Curb Ez- 
change, Chicago Board of Trade 
Commodity Exchange, Inc. 
115 Broadway 60 East 42nd Street 
New York New York 
neh Office 

1424 Walnut Philadelphia, Pa. 


OPENING AN ACCOUNT 


Many helpful hints on trading proce- 
dure and methods in our booklet. Copy 
free on request. Ask for booklet K 6. 


Any listed security bought and sold 


& (HAPMAN 


Established 1907 
Members New York Stock Exchange 


52 Broadway New York 
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AMONG THE BULLS AND BEARS 


W% These reviews were written 
immediately preceding closing 
time of this issue. 


Addressograph-Multigraph 4 C+ 

In line with its plan to extend the 
use of its varied line of business 
equipment, Addressograph-Multi- 
graph is introducing an entirely new 
type of machine to meet the demand 
for industrial form-writing and fac- 
tory recording-keeping. It is said 
that the use of specialty equipment 
in industrial plants throughout the 
country now is nominal and thus 
there is plenty of room for expansion 
in this field. Sales of the company 
during the second quarter have con- 
tinued well ahead of a year ago, 
although the large percentage in- 
creases of the first quarter have not 
been maintained. Early estimates 
of half-year earnings are not yet 
available but a profit will be shown, 
as compared with a deficit of 13 cents 
a share in the first six months of 
last year. 


The action of the directors of Ameri- 
can Home Products at their dividend 
meeting on Friday (June 22) should 
afford a clue to the trend of current 
earnings. 


Auburn Auto 4 Cc 

Omission of the common dividend 
by Auburn was not surprising in 
view of the company’s record during 
the current year. Sales have been 
running below 1933 and in the quar- 
ter ended February 28, a deficit of 
$3.84 per share compares with the 
loss of $2.64 in the like 1933 period 
and a profit in the first fiscal quarter 
of 1932. Possibly some of the de- 
cline in Auburn’s status is attribut- 
able to the wide interests which the 
management has undertaken in re- 
cent years. At any rate, the Cord 
Corporation’s sale of a substantial 
block of the company’s stock last 
year may have been an indication of 
the changing outlook for Auburn, 
and the near term future is not 
bright. Continued avoidance of the 
shares is advised. 


Baldwin Locomotive recently received 
orders for fifteen locomotives thus in- 
creasing its backlog of business on 
hand, as compared with none a year 
ago. 


Baltimore & Ohio 4 Cc 

It is expected that the B. & O. will 
shortly announce a plan for funding 
the issue of $17.5 million 6 per cent 
notes which mature in August of 
this year. The new issue will proba- 
bly bear a coupon of 5 per cent and 
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will run for three years. The 
strength in the bond market and a 
more encouraging outlook for reve- 
nues for the system over the balance 
of the year should permit the suc- 
cessful funding of the maturity. 
Gross revenues of the B. & O. are 
showing satisfactory increases over 
last year, and there is a possibility 
that the company will cover pre- 
ferred dividend requirements in the 
coming year. The common shares 
occupy a somewhat speculative po- 
sition, but retention on a long term 
basis is warranted, 


A new contract for a $250,000 bakery 
at Rochester, New York, has been 
awarded by Beech-Nut Packing. 


Beatrice Creamery 4 Cc 

Recent price advances which have 
lifted Beatrice Creamery to a new 
high for the year are attributed to 
the purchases of those who believe 
that the company will have some 
large inventory profits on eggs this 
year. The price of eggs has shown 
a firm upward trend since the low 
of 153 cents a dozen reached on May 
23 and with eggs in storage showing 
a consistent decline, the price struc- 
ture in this division of the industry 
is believed to be in the healthiest 
state in recent years. The fact 
should not be overlooked, however, 
that eggs are only third in impor- 
tance to Beatrice following butter, 
first, and milk and cream, second. 
And butter has continued to record 
declining prices in reflection of sub- 
stantial overproduction. It would 
seem, therefore, that any profits on 
eggs might be quickly absorbed by 
the losses on butter inventories un- 
less the Government steps in and 
buys sufficient butter to stabilize the 
market. 


RATING CHANGES 


Subscribers should revise ratings 
according to the following changes 
in order to bring their Financial 
World Appraisal ratings up to date. 


COMMON 


Addressograph-Multigraph 
American Hawalian 8.8... . 


North American Co 
Packard Motor 


U. 8S. Hoffman Machinery. . 
Wilson 


PREFERRED 
Diamond Match 
Hercules Powder 
8. 8. Kresge 
U. 8S. Smelting 


%& The ratings used are taken 
from The Financial World 
Independent Appraisals. 


Chrysler’s present Plymouth advertis- 
ing campaign is reported to be the 
largest in the company’s five-year 
history—with 50 per cent more dealers 
than a year ago. 


Consolidated Oil 4 C+ 


As is becoming the custom, the 
Sinclair Refining subsidiary of Con- 
solidated Oil has been awarded the 
fourth successive annual contract to 
supply the U. S. Navy with lubricat- 
ing oils. The contract which covers 
the 1934-35 fiscal year ending June 
30, 1935, includes all Navy require- 
ments at all Atlantic ports and the 
requirements of the Army and 
twelve other departments of the 


Government in 42 states, the Dis- , 


“trict of Columbia and the Panama 
Canal. 


The regular 75-cent quarterly dividend 
is expected when directors of Corn 
Products meet Friday (June 22). 


Crosley Radio 4 c+ 

Continued expansion in the elec- 
tric refrigeration field with its 
“Shelvador” has proven a boon to 
Crosley Radio for sales in this di- 
vision have more than offset losses 
in the radio division. It is esti- 
mated that earnings for the four 
months ended July 31 will equal 
around $1 a share on the common 
stock which would compare with 76 
cents a share in the fiscal year ended 
March 31, 1934. Reports that the 
management will soon consider the 
resumption of dividends appear a 
little bit premature as the officers of 
the company believe that recent plant 
expansion should be paid for and 
the financial position improved be- 
fore payments will be in order. 


No change is anticipated in the $2.50 
annual dividend of Cudahy Packing at 
the dividend meeting Wednesday (June 
20). 


First National Stores 4 B +- 

Although First National Stores 
maintained gross sales and earnings 
fairly well in the fiscal year ended 
March 31, the ratio of net income 
to sales declined from 4.4 per cent 
to 3.6 per cent, which was the lowest 
margin since 1928. Earnings of 
$4.97 per share compare with the 
profit of $4.78 in the March 31, 1933, 
year and the company has main- 
tained a very strong financial posi- 
tion. Concentration of units in the 


THE FINANCIAL WORLD 


= 
| 

Pe 

i= 

B toC+ 
ee C+to€ 
Royal Dutch toC+ 
D+to C 
A toA+ 
A toA+ 
A toA+ 
A toA+ 
a 


New England area has meant a more 
stable sales record, and earnings 
justify a more liberal dividend policy 
once expansion program ceases to 
absorb substantial proportions of 
operating revenues. The stock quali- 
fies for conservative investment. 


Foster-Wheeler has acquired exclusive 
rights for the manufacture in U. S. 
and Canada of the Ruths Steam Stor- 
age System, a means of storing steam 
and equalizing the boiler load. 


Freeport Texas 4 B 

Reports of unforeseen but tempo- 
rary increases in expenses at Free- 
port Texas’ new sulphur property at 
Grande Ecaille, Louisiana, have made 
it advisable to revise the previous 
estimate that earnings of 1934 would 
equal around $3.50 a share. In view 
of the higher costs of operation it 
now appears doubtful if earnings for 
the year will equal the $3.01 a share 
reported for 1933 and there is a 
possibility that only $2.50 a share 
will be earned. There is no indica- 
tion, however, that the present $2 
annual dividend will have to be 
lowered but an increase in this rate 
in the near future appears unlikely. 


Stockholders of Glidden Company will 
meet on June 22 to vote on the proposal 
to extend the maturity of the company’s 
5-year 54 per cent notes to June 1, 
1939, and pay all notes not so ex- 
tended on August 1, 1934. 


International Business Mach. 4 A 

Domestic sales of International 
Business Machine for the year to 
date are reported to be at the high- 
est levels in the company’s history 
with foreign business also showing 
good gains. Increased wage costs 
have resulted in a higher demand 
for labor-saving devices, but the 
company’s policy of leasing equip- 
‘Ment may cause a lag in earn- 
ings. The consolidation of domestic 
subsidiaries and the acquisition of 
established units in recent months 
have improved the status of the com- 
pany. Customers include practically 
every major industry, with research 
activities perfecting additional lines. 
The current dividend rate is well 
supported by earnings and the finan- 
cial position which has been main- 
tained, but due to the company’s 
conservative policy in past years, in- 
creased payments may be deferred. 
Stock is of investment grade. 


International Harvester reports in- 
creased business in all sections of the 
U. S. and Canada, except the drought 
stricken areas. 


International Hydro-Elec. ‘““A” 4 C 

Gross revenues of International 
Hydro-Electric were 5 per cent 
higher in the first quarter -of the 
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Sees New Factors 
Favoring Investors 


A. W. Wetsel says market for first 
time in ten years may develop true 
and dependable selectivity, making for 
independent action in individual issues. 


Heretofore the advantages this organization has given 
investors have consisted mainly of advice as to WHEN 
to buy or sell, known good stocks. As for example on 
May Ist when clients were advised to SELL. And on 
May 28th to BUY. 


The factors used in judging when to buy and when to sell 
are unique with the A. W. Wetsel Advisory Service—and 
are of proved dependability. 


The factors used in selecting WHICH stocks to deal in are 
equally unique and outstanding in their efficiency — giving, 
as they do, a high degree of protection against holding 
stocks likely to remain dull and inactive. 


-They may now be had, at low cost, for your advantage. 
What they are and why they give you protection as well 
as the basis for unusual growth of capital—is explained in 
a booklet, “‘How to Protect Your Capital and Accelerate 
Its Growth . . . Through Trading,” which will be sent 
free on request together with certified proof of our record. 
Mail this coupon today. 


A. W. WETSEL ADVISORY SERVICE, INC. 


Investment Counselors 


CHRYSLER BUILDING NEW YORK, N. Y. 


You may send me a copy of “How to Protect Your Capital and Accelerate Its — 
Growth ... Through Trading.” No obligation. 


Sewn Gas and Electric Company 


serves 1,662 cities and towns of twenty states .. . combined 
population 6,000,000...total customers 1,569,296...installed 
generating capacity 1,586,694 kilowatts...properties operate 
under the direction of Byllesby Engineering and Manage- 

ment Corporation, the Company’s wholly-owned subsidiary. 
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current year, and earnings of 58 
cents a share on the class A stock 
compare with 45 cents in the like 
quarter of 1933. Financial position 
at the end of last year was quite 
comfortable, with no important ma- 
turities to be met before 1937. 
Higher taxes and increased oper- 
ating expenses may tend to restrict 
profit margins in the immediate 
future, but the company has made 
considerable progress in integrating 
its facilities in recent years, which 
should permit relatively favorable 
earnings. The class A_ stock is 
speculative, but is. not without long 
term attraction. 


Another extra dividend for Mac- 
Andrews & Forbes would not be sur- 
prising when directors meet on Thurs- 
day (June 21). 


R. H. Macy 4 B 

The regular quarterly dividend 
meeting of R. H. Macy on Wednes- 
day (June 20) should afford some 
idea of the trend of earnings of this 
big department store merchandiser 
which publishes earnings only an- 
nually. Thus far this year two 
quarterly dividends of 50 cents each 
have been declared and the declara- 
tion of another 50-cent dividend, 
payable August 15, would suggest 
that profits are at least as good as 
a year ago when the $2 annual divi- 
dend was barely covered by earnings 
of $2.02.a share. The recent change 
in price fixing under the NRA code 
which eliminates the minimum price 
feature, except in emergencies, is 
regarded as an unusually construc- 
tive development for Macy, which 
was the principal merchandiser 
affected when the original code was 
adopted. 


Arbitrageurs anticipate the possibility 
of an opportunity for profit between 
the shares of Philip Morris, Ltd., and 
Philip Morris Consolidated when ex- 
change terms become available. 


WEEKLY RECORD OF EARNINGS 


EARNED PER SHARE 


6 Months to May 31 
ON COMMON STOCK: 1934 1933 


Automatic Voting Machine........ $1.09 
12 Months to April 30 
American Power & Light.......... 42.08 733.70 
Duquesne Light Company... ... p38.57 p40.28 
Kansas City Power & Light. . p&81.78 p91.00 
6 Months to April 30 
Grief Bros. Cooperage............ bO.75 nil 
4 Months to April 30 
12 Months to March 31 
First National Stores ............ 4.97 4.78 
International Hydro-Electric System... a2.38 al.98 
3 Months te March 31 

+ on Combined preferred stocks, a, on class A stock, 

b, on class B stock, p on preferred stock. 
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Are You Going Away 
for the Summer? 


|F YOU are planning to go away 
for the summer and wish to have 
THE FINANCIAL WORLD sent to 
your vacation address be sure to 
notify us about two weeks before 
the change is to take effect. Please 
send both new and old addresses. 


CIRCULATION MANAGER, 
THE FINANCIAL WORLD, 


53 Park Place, New York 


Pennsylvania Railroad 4 B 

Recent strength in Pennsylvania 
Railroad common and reports that 
officials and bankers of the road 
have decided on a refinancing pro- 


gram whereby the maturity of the - 


$60 millions of bonds, due February, 
1936, will be anticipated, are said 
to pave the way for another dividend 
on the stock this year. A refinanc- 
ing plan which would reduce the 
present 64 per cent bond interest 
rate to probably 4) per cent would 
mean savings in fixed charges of 
about $1.2 million annually, equiva- 
lent to around 9 cents a share on 
the common stock. Pennsylvania 
paid a dividend of 50 cents on March 
15 but this was charged to the 1933 
earnings of $1.46 a share. This was 
the first dividend paid since March 
15, 1933, when a payment of 50 cents 
was made out of 1932 income of 
$1.03 a share. If the company 
should pay a dividend during the 
summer or early fall it would be the 
first disbursement out of 1934 earn- 
ings. 


The long anticipated recapitalization 
plan of Pathé Exchange to clear up 
accumulations on the preferred and 
class A stocks will involve an exchange 


offer. 


Radio-Keith-Orpheum 4 D 

One of the first companies to 
take advantage of the amended 
United States Bankruptcy Act was 
Radio-Keith-Orpheum and some re- 
organization plan will shortly be 
presented to the stockholders. The 
company reported a profit of $498,- 
000 in the first quarter of the pres- 
ent year under the receivers’ man- 
agement, before’ provision for 
Federal taxes, as contrasted with a 
substantial deficit in the same period 
of 1933. However, no interest has 
been calculated on the company’s 
unsecured debt. Radio Corporation 


owns an interest in the company 
amounting to approximately 60 per 
cent of the outstanding stock, and 
presumably the company can obtain 
sufficient support from the remain- 
ing stockholders to put through » 
plan for recapitalization. Commit- 
ments in the stock should be con. 
servatively deferred until more de. 
tails concerning the reorganization 
are submitted. 


The effects of the drought on sales of 
Sears, Roebuck, and Montgomery Ward 
in the wheat producing states will be 
reflected at the close of this month, 


Simmons 4 c+ 
May sales of Simmons Company 
and subsidiaries were somewhat dis- 
appointing since the gain over 1933 
was but 0.3 per cent, as compared 
with the increase of 49.9 per cent in 
the first four months. However, 
May, 1933, was the turning point in 
the company’s activities last year, 
with sales volume 58.9 per cent ahead 
of April, so the comparison was not 
as unfavorable as is indicated. Oper- 
ations in the first quarter were at a 
profit as compared with the deficit 
of $801,000 last year. The new 
process for finishing metal furniture 
is reported to be quite satisfactory, 
and sales of the new product have 
held up fairly well. The stock is 
rather speculative, since the com- 
pany is not in an _ exceptionally 
strong financial position, but the 
issue offers moderate possibilities. 


Socony-V acuum will probably show net 
income for the first six months of this 
year in excess of the total earnings for 
the full year of 1933 when 73 cents a 
share were reported. 


United Drug 4 C+ 

Earning 31 cents a share in the 
first quarter, United Drug appears 
to be well on the road to recovery. 
Most of the rental difficulties of the 
subsidiary companies have been 
solved and through the acquisition 
of the Liggett Company and Liggett 
Drug Stores early this year, the 
company occupies its original status. 
Inventory position at the end of 
March was $5 million higher than 
the end of last year due to the pur- 
chase of Liggett, but there was little 
other change in assets since the 
company carries the fixtures and 
furnishings of the subsidiaries at a 
nominal value. The prices of prod- 
ucts sold have not been generally 
advanced, and profit margins are 
slightly lower than last year, but 
volume of sales has been well main- 
tained and unless the present trend 
is reversed, higher selling prices are 
unlikely. 


United Fruit is once more being men- 
tioned as a good prospect for an in- 
creased dividend or at least another 
extra, 
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American Investor” in a re- 
cent issue of THE FINANCIAL 
WorLD, John K. Barnes contributed 
an article contending that the Secu- 
rities Act of 1933 fails to protect 
the investor in the manner intended. 
In discussing the matter, detailed 
reference was made to the Financial 
Independence Founders Plan and to 
the prospectus describing this plan. 
Simply and briefly stated, the 
Financial Independence Founders 
Plan is one under which any in- 
dividual may deposit monthly sums 
of $10 or more, or a single sum of 
$500 or more, directly with a well 
known trust company. These de- 
posits, less specified deductions, are 
invested in shares of an investment 
trust representing what is legally 
termed a “beneficial ownership in- 
terest” in a group of stocks of 
29 prominent corporations. Semi- 
annual distributions paid on these 
trust shares are promptly reinvested 
by the trust company and the proc- 
ess continued for a period of ten 
years, thus building a trust fund for 
the depositor. The object is to en- 
able any individual of moderate 
means to participate in the earning 
power of a diversification of leading 
American industries, by systematic 
deposits and by compounding the in- 
come thereon. 


U aes the title “ ‘Fixing’ the 


Three Instrumentalities 


Three instrumentalities are em- 
ployed in the plan: (1) Financial 
Independence Founders, Inc., who 
created the trust agreement and 
sponsor the plan; (2) the trust com- 
pany (The Pennsylvania Company 
for Insurances on Lives and Grant- 
ing Annuities) which administers 
the plan according to the terms of 
the trust agreement; and (3) Diver- 
sified Trustee Shares, Series “D,” an 
investment trust sponsored by the 
American Trustee Share Corpora- 
tion, as the vehicle through which 
small amounts of money may be 
diversified over a list of 29 stocks. 

Mr. Barnes’ comments applied 
principally to the “loading” charge 
on trust shares and fees deducted 
from deposits for services rendered 
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The Other Side 


of the Case 


By HuGuH J. 


Treasurer, Financial Independence 


Founders, Inc. 


or to be rendered, to the schedule 
on which these charges are paid. 

With reference to investment trust 
practice he says, “A recent develop- 
ment in this field has been to pile 
one trust on top of another and make 
the poor investor pay the commis- 
sions of both . . .” Then he ob- 
serves, “what my friend’s money 
would have gone into would have 
been the shares of another fixed 
trust but not until the sponsors of 
this FIF plan had taken out 24 per 
cent ‘service fee’ and thereafter, if 
he stayed in for the ten year period 
of the plan, 5 per cent more of the 
amount he had paid in would ap- 
parently be deducted from the in- 
come of his investment to pay the 
Philadelphia’s trustee’s fees and add 
3 per cent more to the profits of the 
sponsors of the plan.” 


One Fee Instead of Two 


The facts are that there are not 
two trusts in the sense that Mr. 
Barnes meant here, but only one. 
There are not two charges imposed 
by the sponsors. As the prospectus 
clearly states, two separate plans are 
offered. In the single deposit plan 
the sponsor’s fee is 24 per cent; in 
the monthly deposit plan it is 5 per 
cent. No additional charge is made 
against income of depositors who 
complete the ten year program. For 
the statement in the article of “5 per 
cent more to add 3 per 
cent more to the profits of the 
sponsors” there is no authority, 
either in the prospectus or else- 
where. Trust shares are purchased 
by the trustee for the account of the 
depositor at the asked price, which 


Is the Market now in a state 
of accumulation or distribu- 
tion? Should you buy now or 
await further developments 
to Profit most? . . . Write 
TODAY for Special Bulletin 
and T INDEX. 


FREE—NO OBLIGATION. 


WINCHESTER 
INSTITUTE of FINANCE 


LAURENCE S. WINCHESTER. Pres. — 


WINCHESTER MASS. 


WILL STOCKS SOON 
RISE SPECTACULARLY? 


MANY investors are now utterly discouraged. 
They feel that the Stock Market is going 
from bad to worse—that all stocks should be 
sold in anticipation of a wide-open break to 
panic levels. 

Others are confident that any reaction will be 
only temporary—that many issues are now at 
bargain prices—that there will soon be a spec- 
tacular rally which will result in new high 
prices—and bring tremendous profits to those 
who hold the right issues. 

Whois right? To know the correct answer is 
to possess information worth thousands of 
dollars . . . Simply send us your name and 
address and we will give you our answer to 
this T= in a staightforward manner. We 
may be wrong this time, but our advice has 
been surprisingly accurate during the past year. 
At least, it costs nothing to obtain copies of 
our current Stock Market Bulletins. There is 
no charge—no obligation. Just address: 


INVESTORS RESEARCH BUREAU, ane 
Div. 565, Chimes Bldg., Syracuse, N. 


XPERIENCED Traders want 

sound, unprejudiced appraisal of 
market trends for profits. Many are 
helped to make such appraisals 
through reading 


Dow Theory 
Comment 


Write for a recent letter. 
ROBERT RHEA 
(Author of “The Dow Theory’) 
Colorado Springs Colorado 


Time to Buy? 


Our weekly bulletin “Market action a you 
When to Buy and When to Sell } ng, active 
stocks Free sample copy on kh. or— 


Send $1 for 4 Weeks’ Trial 


WETSE Market Bureau, Inc. 


624A Empire State Bidg., N.Y. 
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That Are Helping investors 
to Meet Present Investment 
Probiems and Opportunities 


“Annual Bond Record” 


This June Ist issue (256 pages—paper 
covers) shows at a glance the Ratings and 
latest statistical facts about 4800 bond 
issues. Could any information be more 
vital at this time? (June Ist issue is $2.00 
postpaid; or back numbers dated January 
and March, respectively, are offered, while 
they last at $1.00 each, postpaid.) 


“The Technique of Speculating and 
Investing” $3.50 


Who has the better chance of success in 
the Stock Market—the investor who has 
only a smattering knowledge or the inves- 
tor with a fairly thorough understanding of 
the mechanics of the Stock Exchange, the 
relation of earnings to stock prices, the 
technique of buying and selling securities, 
methods of speculation, fundamental prin- 
ciples of investment, the significance of 
shifts in the money market and the credit 
structure? John Francis Fowler, author of 
“American Investment Trusts,”’ throws 
real light on these little understood phases 
.in this useful 265-page book at $3.50 
postpaid. 


$1.00 


‘When matching wits with the keenest 
minds in the financial game wouldn't it be 
an advantage if you also knew the rules? 
Frank J. Williams tells them briefly, clearly 
and convincingly in 97 pages—price 
$1.00 postpaid. 


We Supply Any Book You Want. 
Ask for Free Circular—"What Books Will 
Increase Your Investment Success?” 


Book Department, Financial World, 
53 Park Place, New York, N. Y. 


— 


Whichever way 
the market goes 
from here 


To-day you can buy values; se- 
curities which will hold or rally 
quickly, better your income and 
give you excellent prospects 
for appreciation. 


Let us send you a list of such 
values, with their earnings rec- 
ords and prospects. 


BROOKMIRE, INC. 
551 Fifth Avenue, New York City 


Send me your list of values 


includes a load the same as must be 
paid by any purchaser of Diversified 
Trustee Shares, Series “D.” 

The article goes on to say, “It is 
not pointed out in the prospectus 
that he could buy trust shares direct 
; and thus save the 5 per cent 
charge of the sponsors and the 3 per 
cent fee of the second trustee.” It 
is hardly within the province of the 
prospectus to describe methods out- 
side Financial Independence Foun- 
ders Plan. 

The fact is that upon adopting 
the plan, the depositor becomes 
party to a trust agreement whereby 
his systematic deposits, continued 
over a period of time, are, less fees, 
invested and their income com- 
pounded semi-annually. It would be 
practically impossible to carry on 
the investing and compounding 
mechanics of the plan by a direct 
purchase of trust shares without the 
provisions of the trust agreement, 
and without the assistance of the 
trust company. 

The prospectus was criticized for 
omitting to say that many deposi- 
tors fail to continue their plan for 
the full ten years, but the prospectus 
clearly describes the provision made 
for any unforeseen circumstances 
which may prevent the continuation 
of deposits to maturity. The de- 
positor is permitted to withdraw his 
fund in cash at any time before the 
ten year period has been completed, 
and he is permitted to lapse in his 
deposits for one year. 

Mr. Barnes criticizes the fact that 
there is no withdrawal value in an 


account until the sponsor’s fee has 
been paid. The prospectus clearly 
states the sponsor’s fee is deducted 
in the first year and a letter is sent 
by the trust company to each new 
depositor covering this point. The 
reason for such a schedule of deduc- 
tions is to cover the cost of distri- 
buting the plan and expenses in- 
cident to establishing each individual 
trust account, just as similar ex- 
penses prevent life insurance from 
having any cash surrender value 
until the third year. 

The Barnes article states that sale 
of FIF Plans is “fixing the Ameri- 
can investor,” and_ infers that 
“charges” made by Financial Inde- 
pendence Founders, Inc., prevent the 
plan from being a profitable invest- 
ment plan for those who adopt it. 

The best answer to that is the 
results obtained by: Financial Inde- 
pendence Founders for its plan 
holders. 

The Financial Independence Foun- 
ders Plan has been in operation 
since 1930, during a period marked 
by business depression and declin- 
ing security prices—a period when 
the majority of investment programs 
have shown substantial losses. Many. 
trust fund accounts opened during 
this same period by depositors under 
the FIF Plan show substantial 
profits, notwithstanding that the full 
amount of the charges has been 
deducted. 

The sponsors feel the fact that the 
plan has been able to show a profit 
to many depositors during that 
period, speaks for itself. 


Too Early to Complain 


HE New York Better Business 


Bureau in its annual _ report 
mildly complains that the Federal 
Government so far has instituted 
only a few prosecutions under the 
new Securities Act. Is it not pos- 
sible that this chiding is a little 
premature? So far as THE FINAN- 
CIAL WORLD has noted, the Federal 
Trade Commission has withdrawn 
its license to sell securities from 
quite a number of corporations that 
it has discovered have not lived up 
to its requirements. We have also 
noticed that several prosecutions 


| have been started and in one case a 


conviction was secured against a 
gang of piratical promoters in the 
South. We would prefer to with- 
hold judgment as to the effective- 
ness of the new law until it has 
had an opportunity to function 
further. It takes some time to 
organize prosecutions and in such 
cases to encourage speed is also to 
invite injustice. Usually criminal 
proceedings begin after most of the 
mischief is already done. 


In our opinion it would prove 
more constructive if the organized 
agencies for the prevention of fraud 
as well as the press would give pub- 
licity to fakes and call the attention 
of the Commission to their existence, 
thereby providing a more effective 
public remedy. To save an investor 
before he puts up his money is much 
more satisfactory than to land an 
offender in jail after he has stolen 
the investor’s money. 


Joins Doremus Staff 


MUNRO HUBBARD, presi- 
e dent of Doremus & Co., an- 
nounced last week that the organiza- 
tion had added to its staff Clarence 
A. Ryerson, formerly with Batten, 
Barton, Durstine & Osborne, and 
James N. Slee, a former member of 
the New York Stock Exchange and 
previously affiliated with advertising 
agencies. 


THE FINANCIAL WORLD 
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The Bond Market 


TREND OF THE BOND AVERAGES Average 


[ 1934 ] 


8 


s & 


31--1933) F MAM 3 J AS O N D 


Domestic Market Strong 
As Foreign Bonds Decline 


OST sections of the domestic 
M bond market continued to 

show quiet strength last week, 
the sensational price changes being 
limited almost entirely to foreign 
dollar bonds. With the exception of 
Argentine issues, which have ad- 
vanced repeatedly into new high 
territory on the strength of improve- 
ment in the outlook for the exchange 
indicated by current large exports 
and other factors, foreign dollar 
bonds have been generally weak. The 
losses have been generally small ex- 
cept in the German group. Almost 
all German issues, including the 
Dawes and Young Plan loans, which 
were formerly believed to be safe 
from any interruption to regular in- 
terest payments, suffered a severe 
slump in market price. Although Ger- 
man officials have reiterated state- 
ments of their determination to op- 
pose any formal devaluation of the 
mark, signs of a currency crisis con- 
tinue to accumulate, and these same 
officials are by no means as reassur- 
ing in their declarations in respect to 
continuance of service on German 
bonds held in other countries. Pre- 
dictions of complete suspension of in- 


terest transfers on German bonds, 


which had been regarded as merely 
part of the bargaining for conces- 
sions on the part of creditors, are 
now being taken more seriously. The 
result has been something like a 
general scramble to unload German 
obligations both in London and in 
New York. 


Land Bank Bonds Called 


Probably the most interesting 
bond market news of the past week 
was the report that $132 millions 
4} per cent bonds of the Federal 
Loan Banks, due in 1953 and 1954, 
would be called for redemption on 
July 1, and a new issue of $132 mil- 
lions 4 per cent bonds sold by a group 
of New York, Boston and Baltimore 
banking houses at a price above par. 
Although these bonds are not guar- 
anteed by the Government, they are 
generally regarded as being close to 
the equivalent of a Government obli- 
gation in view of the fact that the 
U. S. Treasury owns a large per- 
centage of the stock in these insti- 
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tutions. The moral responsibility of 
the Government for the Land Bank 
bonds having greatly increased as a 
result of several of the New Deal 
laws dealing with farm relief and 
farm credit, the market has assigned 
a high rating to these obligations 
and has expected a refunding opera- 
tion for some time, Since some of 
the outstanding Federal Land bank 
bonds bear relatively high interest 
rates, it is only natural that ad- 
vantage should be taken of the pre- 
vailing high market for gilt edge 
obligations to refund some of higher 
coupon issues, 


New Flotations 


According to early reports, the 
new issue of Land Bank bonds will 
not be underwritten by the banking 
group. The bankers will act merely 
as a selling group, the issue being 
underwritten by the RFC. The RFC 
is expected to take up whatever part 
of the new issue is not absorbed by 
the general public. The banking 
houses in the selling group represent 
mainly the successors to houses 
which were in the original syndi- 
cates which floated Land Bank bonds. 

Other substantial flotations are ex- 
pected in the near future. The Edi- 
son Electric Illuminating Company 
of Boston will issue $35 millions of 
short term bonds at a record low in- 
terest rate, probably early in July. 
The Pennsylvania Railroad is re- 
ported to be considering the sale of a 
substantial block of general mort- 
gage bonds. While this road has 
recently sold several medium sized 
blocks of subsidiary bonds secured 
by underlying mortgages, it has not 
made any sale of its own general 
mortgage bonds since 1931. The 
Baltimore & Ohio, which faces a ma- 
turity of $35 millions 6 per cent 
notes, held by the RFC and a group 
of banks, on August 10, may dispose 
privately of an issue of like amount 
at a lower interest rate. Since all 
of these issues will probably be sold 
mainly to institutional investors, 
they will not afford a broad test of 
the bond market. However, they may 
be taken as preliminary signs of a 
favorable trend in the capital mar- 
kets, 


Will Stock Market 
Bill Eventually 
Prove Bullish? 


AVE fears of the ultimate effect of 

the Stock Market Bill been greatly 
exaggerated—will restrictions on strong- 
arm manipulation and a more healthy 
market attract new conservative funds 
into common stocks ? 


Get the Facts 


+ «+ ON margin requirements, 
probable effect on price 
fluctuations, new speculative 
opportunities, who will be 
handicapped—who benefited? 
HESE questions are discussed in a 
special article in the current 
UNITED OPINION Bulletin giving in- 
formation of great ‘mmediate value to 
every investor. Copy free on request. 


Send for Bulletin F.W. 87 FREE! 


(Please print name and address) 


UNITED BUSINESS SERVICE 


210 Newbury St. Boston, Mass. 


Which Stocks Are a 
Buy Now? = aa 
Write for this 
report—gratis 


Babson’‘s 
Reports 


and the famous 


BABSONCHART 
Div, 76-48, Babson Park, Mass. quell 


Financing 
Mergers | 
Rehabilitations 


Inquiries solicited from 
responsible sources 


Bull 
Beginning? 


Send for FREE Bulletin FWJ-16 


American Institute of Finance 
260 Tremont Street, Boston, Mass. 


STOCKS 


carried on conservative margin 


H. F. McCONNELL & CO. 


(Established 1908) 
Members New York Curb Exchange 


60 Wall Tower, N. Y. _ Tel. WHitehall 4-6400 
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© 


Declared 


Regular 
Pe- Pay- Hldrs. of 
Rate riod able 
10c Q July 1 June 20 
$1.75 Q July 15 June 15 
Amer. Mfg. pf $1 July 1 June 15 
8 July 2 June 14 
pf $1.50 July 2 June 14 
Amer. Superpower,(D 4 pf. $1.50 July 2 June 15 
50c June 30 June 15 
Atos $1.50 Aug. 1 July 20 
‘obaccoA......... 80c July 1 June 15 
Bal Q July 14 June 20 
Carnation Company 7% pf. . . .$1.75 July 2 June 20 
utral See 2c uly 2 une 
u une 
$1.50 July 2 June Il 
Clorox Chemical. .............. 50c July 1 June 20 
Cluett, Peabody 7%.......... $1.75 g July 2 June 21 
Colt's Pat., Fire Arms.......... 25¢ June 30 June 8 
Commonwealth Util. pf, A..... d 4 ed 
une 
July 2 June 15 
igar 25¢ June 30 June 18 
Continental Gé eer ‘aeaneie $1.75 M July 2 June 12 
Dayton P.& L.6% pf. ......... 50c July 1 June 20 
Dominion Steel Ltd . . jay 
une 
Duplan Silk pf................. $2 July 2 June 20 
Equitable Office Build. 7% pf. . i. 4 July 2 June 15 
Fall River Elec. Lt July 2 June 15 
neral Amer. Inves.pf ..... July 2 June 20 
Gold ly une 
reif Bros. uly une 
Gulf Power $6 July 2 June 20 
owe une une 
Hygrade Sylvania. . 50¢ 8 July 2 June 9 
pf July 2 June 9 
ly une 
wits 
uly une 
Pn S$ July 16 June 30 
Inter. Carriers L' July 2 June 18 
Cc July 2 June 21 
July 2 June 21 
Jamaica Public Service. . 
ly une 
u u 
Do7% pf. 3 July 1 June 11 
Jewel Tea July 14 June 30 
July 2 June 15 
Do 6% pf July 2 June 15 
Lehman Corp July 6 June 22 
Lone Star Gas pf June 30 June 15 
‘a ug. 
Marine Midland Gorp July 2 June 15 
Marine Midland Trust. . 8 June 21 June 18 
July 2 —_ 
y Dept. Stores. ..... Sep. 1 Aug. 
Merchants & Miners Transp. ... .40c 8 June 30 June 18 
Minn-Honey well ne 6% pf. . .$1.50 July 1 lone 20 
Mock Judson & Voeh. pf. 2, 8428 Q July 1 June 15 
Monroe Chemical pf .......... S74ec July 2 June 15 
Mountain Producers............ 15¢ July 2 June 15 
Murphy (G.C.) 8% pf........... $2 Q July 2 June 22 


Pe- Pay- Hidrs. of 
Company . Rate riod able Record 
National Candy..........0..:. 25c Q July 1 June 12 
Nevada-Cal. Elec. pf............. Q Aug. 1 June 30 
England Gas Elec. Assn. 
a Q July 1 May 
mu Eng. Pwr. Assoc. 6% pf. . Q July 2 June 11 
Q July 2 June ll 
Newey P&LE6pf........ $1.50 Q July 1 May 31 
5 Q July 1 May 31 
N.Y. Shipbuilding, part. shares . ie Q July 2 June 21 
Do foundersshrs............ Q July 2 June 21 
$1.75 Q July 2 June 21 
Northwestern Tei 150 S July 2 June 15 
Ohio Power 7% pf... . . 75 Q July 2 June 20 
Q July 2 June 20 
Oe, Pile evi 7% pf. . .58 Ise M July 2 June 15 
Oe 15e Q July 16 June 22 
2 EES” 1.50 Q July 16 June 22 
Ottawa Lt.Ht.& Pwr........ $1.50 July 2 June 15 
Do pf... $1.62 July 2 June 15 
Pacific Gas & Elec. 7% ~ pt eee $1.75 July 2 June 20 
Pacific Tel. & Tel............. 1.50 $ June 30 June 20 
July 16 June 30 
a Machinery 8 June 1 May 21 
Parke, Davis......... June 30 June 19 
Pratt & Lambert...... ot SS July 2 June 16 
Prudential Investors 6% pf... .$1.50 July 16 June 30 
Public Service (Col.) 7% pf.. 58 — M July 2 June 15 
M July 2 June 15 
_ eee: 41 30 M July 2 June 15 
Rath Packing.................. Q July 1 June 20 
Reynolds July 2 June 18 
75e July 2 June 18 
Shattuck (F.G.)............0.55 6c July 10 June 20 
Singer Manufacturing......... a4 Q June 30 June 9 
Southwest Bell Tel. pf......... .75 8 July 1 June 20 
a Gas & El. 7% pf.. Ae 75 July 2 June 15 
July June 15 
Gas &Eiee. $7 July 2 June 15 
Uutvnsswhsane $1.50 June 30 June 18 
Tintic Stand. Mining.......... 7c Q June 30 June 16 
io Edison 581-3c M July 2 June 15 
M July 2 June 15 
M July 2 June 15 
Ye Q July 2 June 18 
50 g July 2 June 15 
July 2 June 15 
July 2 June 15 
50c July 14 June 21 
25c Aug. 1 July 5 
July 2 June 18 
5c July 2 June 15 
Accumulated 
Lerner Stores 644% pf... . . . $1.6244 Q June 21 June 14 
Ohio .. July 2 June 20 
REY . July 2 June 20 
Ms adh Lt. & Pr. 6% pf... "soe July 2 June 15 
Extra 
Homestake Mining.............. $1 June 25 June 20 
June 30 June 15 
$2.50 June 30 June 9 
Increased 
U.S. Tobacco. .. <a Q July 2 June 18 
Initial 
Novadel-Agene (new)... .50c .. July 2 June 20 
Inregular 
Chic., June 25 June 16 
Mock, Judson & Voehr.......... July 15 July 1 
_  Resumed 
Deisel-Wemmer-Gilbert...... .12 July 2 June 20 
Partial 
Southwestern Lt. & Pr. $6 pf... _50c July 2 June 15 
uly une 30 
& Lt. $7 pf.......524c .. Aug. 1 July 14 


BOOK REVIEW 


A HANDBOOK OF NRA (Second Edition) 
edited by Lewis Mayers, Federal Codes. 
Inc. New York pp. XXIV—844. 
Bound in cloth. Price, $6.50. With 
semi-monthly supplements to December 
31, 1934, $10.00. 


N ANALYSIS and compilation of 

the National Industrial Recovery 
Act and related statutes, federal and 
state, and of all executive orders, re- 
gulations, agreements, administrative 
rulings and judicial decisions relative 
thereto; together with a comparative 
presentation of typical provisions of 
the several codes of fair competition, 
the texts of the principal codes and 
summaries of all minor codes. A semi- 
monthly supplement service keeps the 
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volume up-to-date, and additional codes 
and proposed codes are furnished at a 
nominal charge. Thus is solved the in- 
creasingly difficult problem of keeping 
up with N.R.A. 

To the average reader the most in- 
teresting sections of the work will per- 
haps be the Introduction and the sec- 
tion headed “Code Provisions Analysed 
and Compared.” The Introduction con- 
tains an extensive discussion of the 
constitutionality of the act, and of the 
enforceability, from a legal standpoint, 
of the typical code provisions. It also 
discusses the meaning of the much- 
debated Sec. 7(a) of the Act, Dr. 
Mayers reaching the conclusion that 
the phrase “employees shall have the 
right of collective bargaining through 
representatives of their own choosing” 
is virtually meaningless, 


Vick Chemical’s 
Prospects 


ENEFITING from increased 

mand for the company’s products 
due to the protracted period of cold 
weather, Vick Chemical reported 
earnings of $1.13 in the first 
quarter of the current year. Com- 
parisons with previous periods are 
not po.sible. It has been reported 
that the company will become more 
of a factor in the field of oral anti- 
septics, although this venture is still 
in the development stage. Com- 
pany’s products are distributed by 
means of an aggressive merchandis- 
ing program, and although competi- 
tion remains intensive, the concen- 
tration on one main item has been 
quite effective. However, future 
earnings possibilities are of moderate 
proportions and the chief attraction 
in the common stock is for income. 


UNDERVALUED BONDS 


concluded from page 592 


erties of these companies represents 
about 200 per cent of total bonded 
debt. Bond investment per meter 
(or customer) averages about $460 
compared with total capital invest- 
ment required per customer of 
around $1,000 for a typical steam 
plant. This is particularly impor- 
tant from a reproduction standpoint 
at the present time when certain 
units are threatened with competi- 
tion from publically owned plants. 
If bond investment per meter is 
computed from the standpoint of 
present market value, the figure 
would, of course, be much lower, and 
so far below reproduction costs as 
to allay fears of bondholders over 
possible confiscation by municipali- 
ties. One company, Georgia Power, 
has a bond investment per customer 
of $776, or well above the average. 
It should be remembered in this 
connection that the above averages 
apply to steam plants whose repro- 
duction costs are considerably below 
those of the hydro-electric plants. 
Of total installed generating ca- 
pacity of Georgia Power of 379,683 
K.W., 287,087 K.W., or 76 per cent 
represents hydro. 

While current return ranges from 
6.3 per cent to 7.9 per cent which 
may be taken as a fairly accurate 
measure of the speculative risks in- 
volved, with business definitely on 
the up-grade for all five companies 
there appears to be no serious ques- 
tion as to their ability to maintain 
these obligations in good standing 
and over the longer term their bonds 
should command a materially higher 
investment rating and market ap- 
praisal. 
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The Commodity Situation 


TREND OF COMMODITY PRICES 
MOODY'S DALY COMMODITY INDEX .. DECEMBER 3), 1931» 100 


VERAGE commodity prices con- 
to advance moderately, 

the maintenance of the recent 
upswing in wheat and grain prices 
—supplemented by the persistent ad- 
vance which has carried cotton to 
the highest in three months—serv- 
ing to offset the irregularity in other 
staples. Further downward revision 
of wheat prospects indicates the 
smallest crop in 41 years. This, and 
the rather discouraging progress of 
cotton and the final establishment of 
sugar quotas, about make up the 
budget of commodity news of major 
importance. 


HE Federal Crops Reporting 

Board reduced the winter wheat 
prospect 61 million bushels to 400,- 
357,000, and adopted the unusual 
policy of refusing to make any esti- 
mate of the spring wheat crop at 
this time, contenting itself with the 
mere comment that it would prob- 
ably approximate 100 million bushels. 
Oats is another crop which the 
Board estimates as smaller than 
that of any year since 1893, the 
yield being placed at less than 700 
million bushels. While the winter 
wheat crop is 50 million bushels 
above the 1923 winter yield, the 
spring prospect is 76 million bushels 
below the 1933 spring harvest. The 
carryover into the new crop year is 
estimated by the Board at 260 mil- 
lion bushels which means that the 
total United States supply of wheat 
will exceed by very little our do- 
mestic requirements— just about 
enough to provide a safe carryover 
into July, 1985. Downward revision 
of European and Indian wheat yields 
indicates that the 12 nations outside 
of the United States producing 
winter wheat will have a crop ap- 
proximately 200 million bushels be- 
low 1933. 


EATHER conditions in June 

have been more nearly normal 
than those in April or May but the 
improvement comes too late to help 
winter wheat and it is too early to 
estimate how much of the damage to 
spring grain can be remedied. Its 
effects on corn are more likely to 
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+ Cotton and grain advances 
contribute most to uptrend 
in Commodity price averages.... 
W heat harvest will be lowest in 
41 years notwithstanding winter 
crop 50 million bushels in ex- 
cess of 1933... . Corn, little 
affected by May drought, suffers 
from pest damage. . . . Sugar 
quotas finally determined. 
Cotton buying stimulated by 
price upswing. 


attract public consideration. For 
some time corn has moved sympathet- 
ically with wheat but it was not 
particularly damaged by the drought. 
In much of the corn-growing area 
there was a normal accumulation of 
sub-soil moisture and the plant had 
a good start. But with the worst 
regarding wheat out of the way 
speculative interest has switched 
somewhat to corn and it suddenly 
has been discovered that chinch 
bugs are ravaging the cornfields and 
threatening greatly to curtail the 
amount of maize to be garnered this 
year. The resulting bulge in the 
price has carried cash corn to the 
point where many farmers are in 
position to liquidate their 45 cents 
per bushel advances from the gov- 
ernment and still have a bit over. 


ITH cotton at the highest 

levels since March, and giving 
promise of attaining the 14-cent 
zone, foreign demand has expanded 
under the stimulus of mill accumu- 
lation. Exports are still 400,000 
under the total for last season but 
shipments and commitments for ex- 
port to Japan and China have in- 
creased substantially along with a 
moderate gain in the trend of ship- 
ments to Europe. This encourages 
the conviction that the termination 
of the crop year will show a decrease 
of little more than 300,000 in the 
year’s exports as contrasted with the 
preceding 12 months, the total of 
which was swelled at the expense of 
the current year by a rush to obtain 
cotton before the processing tax went 
into effect. In contrast with May 
and June of last year domestic con- 
sumption is showing a decrease, last 
month’s total being but 535,000 bales 
against 620,000 bales in May, 1933. 
But this does not point to any un- 
seasonal setback in consumption for 
here, too, the pre-process tax activity 
was responsible for the May and 
June, 1933, spinning bulge. As a 
matter of fact cotton is not con- 
cerned so much right now with cur- 
rent statistics and the greater 
amount of heed is paid to the 
weather and the extent of weevil and 
other damage. 


“Worth Thousands to Me’’ 


is the comment contained in a letter 
from one of Mr. Gartley’s students. 
To many an average man “Stock Mar- 
ket Studies,” a course of instruction on 
stock market interpretation by 

Gartley, has disclosed the way of suc- 
cessful trading and investing. The 
course is comprehensive, practical and ~ 
easy to understand. It provides a real-- 
istic trading viewpoint, based on meth- - 
ods which experience has proved most 
valuable. 


Our 60-page brochure, entitled 
“Stock Market Profits by the 
Gartley Method,” completely de- 
scribing the course, will be sent 


upon request. 


H. M. GARTLEY, Inc. 


76 William St. New York 


Unusual 
Stock to Buy 


Send for sample copy, free, of our 


“Stock Market Outlook’”’ 


AMERICAN SECURITIES SERVICE 
Suite 3102, Fifty Broadway, New York 


DIVIDENDS 


Otis Elevator Company 


Preferred Dividend No. 142 
Common Dividend No. 106 


A quarterly Dividend of $1.50 
per share on the Preferred Stock 
and a Dividend of $.15 per 
share on the No Par Value Com- 
mon Capital Stock will be paid 
July 16th, 1934, to stockholders 
of record at the close of busi- 
ness on June 22nd, 1934. 
Checks will be mailed. 


C. A. Sanford, Treasurer. 


LOEW’S INCORPORATED 


“THEATRES EVERYWHERE” 


June 8th, 1934. 


T= Board of Directors has declared a 
quarterly dividend of 25c per share on the 
Common Stock of this Company, payable on 
the 30th day of June, 1934 to stockholders 
< record at the close of business on the 16th 

day of June, 1934. Checks will be mailed. 


DAVID BERNSTEIN 
Vice President & Treasura 


The Pacific Telephone and Telegraph Company 
Notice of Dividend on Common Stock. 

A dividend of One Dollar and Fifty Cents 
($1.50) per share on the Common Stock of this 
Company will be paid on Saturday, June 30, 
1934, to shareholders of record at the close of 
business on Wednesday, June 20, 1934 

W. G. KLEINSCHMIDT, Treasurer. 

San Francisco, June 7, 1934. 


Electric Bond and Share Company 
$6 and $5 Preferred Stock Dividends 


The regular quarterly dividends of $1.50 per share on 
the $6 Preferred Stock and $1.25 per share on the $5 
Preferred Stock of = Company have been declared for 
payment August 1, 1934, to stockholders of record at 
the close of business duly 6, 1934. 


A. C. RAY, Treasurer, 


Your dividend notice in THE 
FINANCIAL WOoRLD calls the 


favorable attention of bona 
fide investors to your securities. 
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TO KEEP YOU 
INFORMED 


Every week we list in this column attractive 
booklets, circulars, periodicals and special letters 
which we believe are of interest to our sub- 
scribers. Upon request, and without obliga- 
tion, any of the literature listed below will be 
sent free direct from the houses by whom issued. 


CURRENT LITERATURE DEPARTMENT 
THE FINANCIAL WORLD, 53 Park Place, New York, N. Y. 


Please print each request on a separate 
sheet together with name and address. 


BROKERAGE SERVICE TO INVESTOR AND TRADER—A 
well-known New York Stock Exchange firm has prepared this 
informative folder. 

TIMED FIGURE-GRAPHS FOR TRADERS—A set of 15 highly 
sensitive Market Barometers of fast moving stocks, especially 


selected for maximum trading velocity. Instantaneous Buy 
and Sell Signals for rapid moves. No laggard stocks included ; 
fast moving stocks only. Descriptive literature upon request. 
ACTION—A weekly trading bulletin in which definite 
uying and selling recommendations are presented. Com- 
plete transactions are assured through weekly follow-up dis- 
cussions on each commitment. 

ANNUITIES EXPLAINED—One of the largest life insurance 
companies has issued a new booklet which describes in simple 
language the different kinds of annuities issued by it. Ex- 
amples are included which indicate how these various forms 
of guaranteed life incomes meet the needs of men and women 
in all walks of life. 

MARGIN REQUIREMENTS—Leaflet explaining margin re- 
quirements has been prepared by a brokerage house, members 
of the New York Stock Exchange. 

DOW THEORY COMMENT—Provides a sound appraisal of the 
market’s trend—no tips. Subscribed to by many of the 
country’s most experienced traders. A recent letter will be 
sent gratis. 

30 STOCKS—Now paying dividends; earnings; current divi- 
dend; price range. List made available by a well-known 
firm, members of New York Stock Exchange. 

A 32-PAGE BOOK—Published by a Boston financial 
organization, gives you today’s different prospects for 40 dif- 
ferent industries, as well as the cause of their present status. 

SECURITY SALESMANSHIP, THE PROFESSION—An inter- 
esting discussion of this specialized field, together with infor- 
mation about the Course of Training being adopted by scores 
of the leading investment houses for their salesmen. 

256-PAGE CANADIAN MINES HANDBOOK FOR 1934—This 
book is presented as a ready reference to the active mining 
companies of Canada, and to organizations not now active, 
and is believed to contain more names than any similar 
Canadian work. Issued by a Canadian firm, members of 
the Montreal Stock Exchange and Montreal Curb Market. 

RADIO GUARANTEEING WORLD-WIDE RECEPTION—A set 
enabling you to receive broadcasts from Europe, the Orient, 
Australia, in fact most anywhere you choose, direct. Superb 
on domestic broadcasts, too. Costs no more than many less 
efficient models of ordinary receivers. 

10 RULES OF A SUCCESSFUL STOCK MARKET TRADER— 
A useful folder giving 10 rules used by a Market Trader who 
has found them very profitable in actual use. 

ODD LOTS—A well-known firm, member of the New York Stock 
Exchange, has published a booklet setting forth the advan- 
tages for both the small and large investor dealing in odd lots. 

DAILY STOCK MARKET GUIDE—A letter, issued daily, pre- 
dicts the probable market action of 30 industrial and five 
railroad stocks. Predictions are based on Scientific Analysis 
of the Technical Position and are given as opinions only. 

STATISTICAL ADVICE ON GRAIN FUTURES, COTTON, 
STOCKS AND BONDS—Thoroughly covered in the bulletin 
issued by a middle western service. These bulletins shoul 
be of great interest to every grain trad. 

SOME FINANCIAL FACTS—lIs the title of a 24-page booklet 
containing a brief description of the American Telephone & 
Telegraph Company and the organization and operations of 
the Bell System. It is illustrated throughout with maps, 
graphs and charts, and is of interest to every investor in 
public utility securities. 

REPRESENTATIVE COMMON STOCKS AS LONG TERM 
INVESTMENTS—A tabulation of the record of 50 companies 
over varying periods of time. Made available to interested 
investors by a New York Stock Exchange House. 

TRADING METHODS—A 24-page booklet issued by a New 
York. Stock Exchange house, containing a brief explanation 
of the different operations pertaining to stock market trading. 

LAW TRAINING FOR LEADERSHIP—One of the largest 
home-study institutions offers a 64+page analysis of the 
value to the business man of knowing law and of a practical 
plan for securing this knowledge. 

5,436-WORD INVESTING AND TRADING PAMPHLET — 
Which tells how to protect your capital and accelerate its 
growth, and inteliigently covers, from the technical viewpoint, 
the important questions when to buy and when to sell. 

POINTING THE WAY TO MARKET PROFITS—New 60-page 
brochure, just off the press, has been prepared with the pur- 
pose of supplying the average investor and trader with a 
comprehensive and clear-cut understanding of a highly en- 
lightening course of instruction. 

MARKET INDEX—A weekly Bulletin covering general reflec- 
tions on factors which will influence a turn in the market. 
Separate comments on the Washington Influence and Busi- 
ness Traffic Signals. Also, definite recommendations of low- 
priced stocks. 
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WEEKLY 
BUSINESS & FINANCIAL SUMMARY 


4 WEEKLY TRADE INDICATORS 


*Crude Oil Production (bbls.) . . 
Electric Power Output (000 K.W.H. 


{Steel Output (% of capacity)........ 


tAutomobile Production (U. 8. 


{Commodity Price Index... .... 


§Bank Clearings New York 


§Bank Clearings Outside of N. 


Total car loadings (number of cars)... . 
Bituminous Coal Production (tons) . 


Financial World Index of Indus- 


trial Production......... 


*Daily Average. 
Report. §000,000 Omitted. 


e 
Deposits—New York City......... $7,368 
Deposits—Outside New York City 10,525 
Loans on Securities—N.Y.C....... 1,727 
Loans on Sec.—Outside N. Y.C.... 1,830 
*Investment—New York City...... 1,073 
*Investments—Outside N. Y.C..... 1,951 
Total loans and discounts.......... 8,097 

Total commercial loans............ 4,54 
Total net demand deposits......... 12,499 
Total time deposits............... 4,439 
Total brokers’ loans............... 997 
4 RESERVE SYSTEM 

Federal Reserve System gold ratio. . 69.3 & 

N. Y. Federal Reserve Bank ratio. .. 70.4 
Total Money in Circulation........ $5,342 


*Other than U. 8. Govt. Securities. 


4 FOREIGN EXCHANGE 


1934 1933 1934 

Par June 12 June 13 June 12 
$8.24 England..... $5.05 $4.10 | Copper (Ib.) . $0.08 
1.69 Can. Dollar.. 100.91 9.75 | Cotton (Ib)...  .12 
6.63 France...... 6.61 4.77 | Gold (0z.). . .35.00 
8.91  Italy.. 8.61% 6.31 | Iron (ton)... 20.26 

23.54 Belgium* 23.40 16.90 | Rubber (ib.). 1356 
40.33 Germany 38.10 28.60 | Silver (oz.).. .45 

84.39 Japan....... 30.00 -12 | Sugar (Ib.)... .0465 

20.25 Brazilt...... 8.50 00 |§Wheat (bu.). .99% 


*Belga. tNominal. §July futures. 


—— 1934 
June 9 


June 2 


Journal of Commerce. 


4 FEDERAL RESERVE REPORTS MEMBER BANKS 


69.0 
70.4 


$5,33 


1933 
June 10 


re) 2,571,400 2,453,400 2,709,350 
44 
69,107 54.188 54165 
435 75.5 76.2 61.2 
1934 1933 
June 2 May 26 June 3 
$2,822 $2,627 $3,297 
$1,672 $1,725 $1,399 
578,541 624,567 512,974 
1,083,000 1,060,000 13,000 
SE 62.7 64.2 51.0 
tAs of beginning of following week. tCram’s 


A WEEKLY CAR LOADINGS 


Freight car loadings indicate current sectional business conditions. 
ngs from the 15th to the 15th generally indicate earnings for the 


Week ended Same 


current month. 


Eastern District 


Baltimore & Ohio.............. 
Chesapeake & Ohio............. 
Delaware & Hudson............ 


Southern District 


Atlantic Coast Line............. 


Northwest District 
Chi 


Central West District 
Atchison, To 


Chicago, Rock Island & 


Denver & Rio Grande Western 
Southern Pacific System...... ; 


Southwestern District 


Kansas City Southern........... 
Missouri-Kansas-Texas......... 


Now York Contral.............. 
New York, Chicago & St. Louis... 
Norfolk & Western............. 
Pere 


o & Great Western........ 
Chi., Milw., St. Paul & Pacific... . 
Chicago & Northwestern........ 
Great 


ka & Santa Fe..... 
Chicago, Burlington & 

acific. . . 
Chicago & Eastern Illinois...... . 


12,748 
22,450 


os 16,507 
10,524 


20,059 
17,573 


‘ 7,637 


week 
3 


+25 


++++4++ | 
Scone w 


(Compiled from American Railway Association figures) 
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———1934——— 1933 
May 30 June7 
$7,312 $6,512 
10,524 8,927 
1,646 1,777 
1,830 1,965 
1,070 1,068 
1,948 1,893 
8,026 8.511 
4,550 4,769 
a 12,426 10,983 
4,455 4,275 
915 699 

| 

68.1 
| 
| $5,480 
| 4 COMMODITY PRICES 
1933 
June 13 
16.34 
0613 
| 
rity 
7% 

| 
May 26 Change 
47,493 40,733 +17 
eee he 28,415 25,534 +11 
11,887 10,415 +14 
ae Delaware, Lackawanna & Western. 16,272 13,028 
0H New York, New Haven & Hartford. 22,174 20,941 
88,643 79,114 
17,395 
.. 95,413 84,076 
Western Maryland..............: 8,580 6,118 
y 4 
ayer Louisville & Nashville............. 21,728 18,580 +17 
eae Seaboard AirLine................ 10,206 9,567 + 7 
Southern Ry. System............. 29,185 29,142 
4,468 4,442 1 
23,393 22,714 3 
152 6 
18,716 7 
17,102 3 
4,452 3,671. 21 
3,462 3,375 3 
Missouri 20,668 19,393 
St. Louis-San Francisco........... 10,590 9,964 
St. Louis-Southwestern........... 3,883 3,558 
= 


How the New 


Stock Exchange Regulation 
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Most investors during the past few months have concentrated their vision upon the negative 
features of the new law which Uncle Sam has prepared for the Stock Exchange. While the 
law has some undesirable features, it unquestionably will help investors in many respects that 


are now being generally overlooked. 


THE FINANCIAL WORLD welcomes that feature of the new Stock Exchange Bill which requires more 
complete and more frequent reports from corporations than they have chosen to give in the past. The 
new Stock Exchange Bill law will help THE FINANCIAL WORLD to serve its readers much more 
effectively than ever before because the more complete corporation reports required by the law will give us 
far more information to study and interpret and to pass on to our readers in an epitomized and easily 
readable form. 


The new law will not prevent stocks from going up as they have in the past when earnings 

—current and prospective—warrant higher prices. In other words, the intelligent sub- 

scriber, who is willing to make a study of the greater amount of vital data that will be : 
available hereafter through us, can greatly decrease his risks in his stock transactions. 


This does not mean that the government is going to protect an investor from reckless speculation. 
Keeping well informed will continue to be absolutely necessary. However, through THE FINANCIAL 
WORLD, you can make a big asset of the new law because it will enable us to serve you more fully and 
more efficiently than ever before. 


Many investors say that THE FINANCIAL WORLD gives more for $10 per year than 
other investment services give for five to ten times that amount. The large clientele of 
satisfied subscribers makes the very low price possible. Under present conditions, a sub- 
scription is indispensable to even the small investor, who wishes to keep informed during the transition 
period that is now taking place in American business and investments. The price is less than three cents 


per day. 


~———-—-—-— Keep Financially Posted By Mailing This Coupon Now ———————7 r 
FINANCIAL WORLD 
53 Park Place, New York, N. Y. 


I enclose $10 for a year’s subscription for THE FINANCIAL WORLD together with the other regular features 
of your Threefold Investment Service. In addition I wish to have you send me a free copy of your book— 
“Profitable Investment Simplified.” 


PLEASE SHOW THIS TO SOME INVESTOR FRIEND 


THE SCHWBHINLER PRESS, N. Y. 
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Use Books Supplement 


Your Sources 


of Financial Information 


If all profits were 
fixed who would 
guarantee the 
guarantor the safety 
of his income and 
principal ? 


“Annual Bond Record”............... $2.00 


This June Ist issue (256 pages—paper covers) shows at a 
glance the Ratings and latest statistical facts about 4800 
bond issues. Could any information be more vital at this 
time? (June Ist issue is $2.00 postpaid; or back num- 
bers dated January and March, respectively, are offered, 
while they last at $1.00 each, postpaid.) 


“Successful Speculation in Common 


Stocks” 


The demand for this book by William Law (392 pages) 
among The Financial World’s readers has been so great dur- 
ing the past nine months that the first edition has been 
completely exhausted. The publisher was obliged to print 
a second edition which is now off the press (Revised Edition 
—NMay 15th). The technique of stock speculation is here 
analyzed and explained. Also the essential risks and how 
those risks may be reduced to a minimum. Among the 
interesting subjects discussed are: ‘‘Stop Orders,’’ ‘‘Chart 
and Tape Reading,” ‘“‘Margin Trading,”” ‘“‘Technical Con- 
dition of the Stock Market,’’ “Influences Affecting Stock 
Prices,’ “‘A Sound Policy of Specula- 
tion,” etc. Price $3.50 postpaid. 


Investment risks, like 
business risks, are 
ever present, but 
those risks may be 
minimized through 
more knowledge. 


“Trading Profits Through Charts”...... $1.00 


This little 36-page chart book (paper covers), by Arthur 
Rolland, is easy to understand because every point is illus- 
trated. He shows that charts have their value—and their 
limitations. Price $1.00 postpaid. 


“Stock Market Theory and Practice”... . .$6.00 


An unusually comprehensive book, by Forbes’ Financial 
Editor, R. W. Schabacker (875 pages) to help both the 
investor and the speculator. Nearly 100 pages are devoted 
to interpretation of vertical line charts. There are 105 
charts and graphs to illustrate the text. The 27 chapters 
cover a wide range of useful stock market information, 
including ‘‘Stock Exchange Credit and Marginal Trading,” 
“The Short Sale,’’ ‘‘Odd-lot Dealing,’ ‘Brokers’ Loans,” 
“Outside Stock Exchanges,’”’ ‘Introduction to Stock Analy- 
sis,”’ “The Technical Side of the Market,” ‘‘Taking the 
Worry Out of Trading,” etc. Published at $7.50—limited 
cash price $6.00 postpaid. 


“Stock Movements and Speculation”... .$2.50 
Frederic Drew Bond, the author of ‘Success in Security 
Operations’’ (price $3.50), wrote this 


book in 1928, added important mate- 


“The Dow Theory”... .$3.50 


Can you interpret the movement of 
Dow-Jones Averages in forecasting 
probable trends of Stock Market 
prices? Perhaps Robert Rhea, great- 
est living authority on the subject, 
can help you through this book. 252 
pages—price $3.50 postpaid. 


“If You Must Speculate 
Learn the Rules’... .$1.00 


When matching wits with the keen- 
est minds in the financial game 
wouldn’t it be an advantage if you 
also knew the rules? Frank J. Williams 


SUCCESS?” 


tells them briefly, clearly and con- mii Offer 
vincingly in 97 pages—price $1.00 June , 
postpaid. — 


$1 BOOK FREE 
DURING JUNE 


If you send us an order for 
$5.00, or more, worth of books - 
above or from our BOOK LIST 
entitled ““WHAT BOOKS WILL 
INCREASE YOUR INVESTMENT 
(this circular lists 
over 70 books and is free on 
request) you will receive a free 
copy of Arthur Rolland’s popular 
little book charts 
“TRADING PROFITS THROUGH 


rial based on the market crash of 
1929 and put out this second edition. 
Both the New York Times Annalist 
and Col. Ayres, of Cleveland Trust 
Company, have pronounced it ‘‘the 
best book yet written on stock specu- 
lation.” 211 pages—price $2.50 
postpaid. 


“Trading Profits in Low-Priced 


Can greater profits be made in low- 
priced stocks than from similar com- 
mitments in higher priced stocks? 
Read Arthur Rolland’s answer and rea- 
sons in this 63-page book (paper 
covers). Price $1.00 postpaid. 


called 


expires 


We Supply Any Book You Want—Send Your Check or Money Order With All Book Orders to:— 
BOOK DEPARTMENT, THE FINANCIAL WORLD, 53 Park Place, New York, N. Y. 
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